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FOREWORD 


The  continued  impressive  growth  and  develop¬ 
ment  of  China,  while  always  of  critical  strategic  im¬ 
portance,  has  surged  in  recent  years  to  the  forefront  of 
the  consciousness  of  American  policymakers,  scholars, 
and  the  news  media,  as  well  as  the  general  public.  This 
trend  has  been  accelerated  by  the  staying  power  that 
China  demonstrated  following  its  relatively  graceful 
weathering  of  the  global  financial  crisis,  in  the  process 
defying  a  wide  range  of  doomsday  prophecies  of  mas¬ 
sive  organized  riots  by  newly  unemployed  rural  fac¬ 
tory  workers  and  various  other  classes  of  people  angry 
with  Beijing  over  economic  slowdown  or  stagnation. 
The  future  directions  of  China  cannot  likely  be  pre¬ 
dicted  with  any  reliable  degree  of  accuracy  (though 
this  does  not  prevent  many  from  trying);  thus,  the  best 
methodological  approach  is  to  obtain  the  most  rigor¬ 
ous  understanding  possible  regarding  the  dynamics 
of  China's  current  security  challenges.  While  many 
Chinese  strategists  now  take  a  holistic  and  more  in¬ 
ternationalized  view  of  China's  security  environment, 
with  Western  analysts  speaking  frequently  of  Chinese 
global  power  projection,  its  domestic  energy  security 
and  regional  territorial  disputes  are  two  of  the  most 
pressing  security  issues  with  which  Beijing  must 
grapple.  The  latter  requires  a  strong  People's  Libera¬ 
tion  Army  Navy  (PLAN)  while  the  former,  contrary 
to  most  analyses,  actually  has  a  minimal  role  to  play 
given  the  nature  of  the  market. 

A  key  aim  of  this  work  is  to  demonstrate  that 
the  greatest  threat  to  Chinese  energy  security  is  do¬ 
mestic  market  inefficiencies  and  perverse  incentive 
structures,  thus  clearly  highlighting  the  "myth"  of 
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the  PLAN'S  frontline  status.  As  the  Sino-U.S.  relation¬ 
ship  continues  to  assume  greater  strategic  importance, 
energy  security  is  a  component  that  Washington  and 
Beijing  can  simply  not  afford  to  get  wrong.  As  op¬ 
posed  to  dedicating  substantial  resources  to  planning 
for  conflict  scenarios  that  are  based  upon  fundamen¬ 
tally  flawed  conceptions,  namely,  naval  blockades  de¬ 
signed  to  starve  China  of  energy  resources  or  strate¬ 
gies  to  preempt  or  circumvent  one  of  these  blockades, 
both  parties  would  be  much  better  served  by  focusing 
on  sound  economics  and  distribution/ refining  prac¬ 
tices.  Cooperation  in  this  sphere  is  not  only  a  much 
more  immediate  and  realistic  option;  it  also  deals  with 
the  root  of  the  dilemma,  something  which  is  clearly  in 
the  interests  of  the  United  States  as  well  as  China. 


D  CE,  JR. 

Director 

Strategic  Studies  Institute 
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SUMMARY 


This  monograph  examines  the  dynamics  of  Chi¬ 
na's  energy  security  dilemma  and  the  role  of  the  Peo¬ 
ple's  Liberation  Army  Navy  (PLAN).  Following  this, 
PLAN  development  is  discussed,  and  its  future  role  in 
regional  security  is  hypothesized.  This  report  argues 
that  it  is  domestic  market  inefficiencies  and  poor  man¬ 
agement  practices  that  pose  the  greatest  threat  to  Chi¬ 
na's  energy  security.  Further,  less  and  less  of  Chinese 
energy  imports  are  making  their  way  to  the  country 
by  sea;  thus  the  PLAN  actually  has  a  minimal  role  to 
play.  Given  these  realities,  Chinese  fears  of  a  naval 
blockade  that  deprives  it  of  energy  supplies  as  well 
as  American  confidence  that  this  is  a  realistic  strate¬ 
gic  option  in  the  event  of  hostilities  are  implausible. 
In  addition,  Beijing's  desire  to  develop  aircraft  carri¬ 
ers  and  other  high-tech  naval  capabilities  combined 
with  its  contribution  to  the  anti-piracy  mission  in  the 
Gulf  of  Aden  have  led  many  analysts  to  erroneously 
conclude  that  China  seeks  to  engage  in  global  power 
projection  like  the  United  States.  However,  the  focus 
of  the  PLAN  will  remain  regional  and  on  asymmetric 
capabilities,  namely,  the  effective  use  of  submarines 
and  other  undersea  devices  that  ultimately  seek  to  de¬ 
ter  American  and  possible  Japanese  involvement  in  a 
conflict  over  Taiwan  and/ or  in  the  South  China  Sea, 
such  as  the  Spratly  Islands,  which  China  views  as  in¬ 
alienable  parts  of  its  territory.  Although  China's  inter¬ 
ests  are  expanding  and  becoming  more  international 
in  nature,  recovering  from  the  century  of  humiliation 
and  ensuring  domestic  legitimacy  remain  the  top  pri¬ 
orities  of  China's  leadership. 
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Chinese  Energy  Security: 

The  Myth  of  the  PLAN'S  Frontline  Status 

The  Dynamics  of  China's  Energy  Security 
Dilemma. 

To  play  a  great  power  role,  the  People's  Republic 
of  China  (PRC)  needs  to  develop  capabilities  which 
would  allow  it  to  secure  its  global  economic  interests 
and  trade  routes  and  provide  muscle  behind  its  di¬ 
plomacy.  It  also  needs  military  capabilities  which  are 
able  to  deter  or  defend  China  against  other  great  pow¬ 
ers,  first  and  foremost  the  United  States.1  The  Chinese 
are  keen  to  safeguard  their  economic  interests,  not  a 
surprising  fact  given  that  economic  performance  is 
often  linked  to  the  legitimacy  of  a  government  or  rul¬ 
ing  party.  However,  China's  economic  interests  have 
begun  to  expand  far  beyond  its  own  territory  in  recent 
years,  and  the  PRC  is  now  the  world's  third  largest 
trading  power  and  third  largest  economy,  with  the 
latter  achievement  heavily  reliant  on  trade  and,  by 
extension,  its  sea  lines  of  communication.  China  has 
tasked  the  People's  Liberation  Army  (PL A)  with  pro¬ 
tecting  the  PRC's  maritime  rights  and  interests  though 
it  is  not  currently  up  to  the  job.  Nonetheless,  in  a  De¬ 
cember  2006  meeting  of  senior  Party  members  of  the 
People's  Liberation  Army  Navy  (PLAN),  President  Hu 
stressed  that  China  is  a  maritime  power  and  that  the 
PRC  "should  endeavor  to  build  a  powerful  people's 
navy  that  can  adapt  to  its  historical  mission  during  the 
new  century."  He  went  further  to  say  that  the  PLAN 
has  the  "important"  and  "glorious"  responsibility  to 
protect  China's  authority  and  security,  "and  maintain 
our  maritime  rights."2 
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Energy  security  entails  three  essential  goals:  the 
availability  of  energy  needed  for  stable  economic 
growth  and  social  development;  freedom  from  inter¬ 
ruption  of  the  energy  supply;  and  the  affordability  of 
energy  prices.  As  such,  thinking  about  the  possible 
instruments  for  achieving  energy  security  does  not 
necessarily  have  to  begin  with  assessing  a  nation's 
military  options.  Energy  security  considerations  actu¬ 
ally  have  more  to  do  with  geopolitical  factors  and  the 
national  policies  of  different  countries,  each  of  which 
affects  the  control  of  energy  developers  and  energy 
transportation  around  the  world.3  Nonetheless,  the 
growing  gap  between  domestic  supply  and  demand 
has  led  China's  national  security  apparatus  to  view 
energy  as  a  core  national  interest.  Energy  security  is 
not  only  economically  vital,  but  also  has  political,  dip¬ 
lomatic,  and  military  implications.  The  legitimacy  of 
the  Chinese  Communist  Party  (CCP)  is  largely  based 
on  rapid  and  sustained  economic  growth,  and  this  is 
precisely  why  Chinese  leaders  are  actively  involved 
in  energy  diplomacy  towards  Russia,  the  Middle  East, 
Central  Asia,  West  Africa,  and  even  Latin  America.4 
If  China's  economic  growth  were  to  slow  appreciably 
for  a  sustainable  period  of  time  while  information 
continues  to  leak  in  from  outside  of  China,  the  frag¬ 
ile  social  contract  between  the  CCP  and  its  citizenry 
would  be  undermined.  In  such  an  event,  all  classes 
of  Chinese  society,  especially  the  educated  and  semi- 
educated,  would  become  less  likely  to  tolerate  the  cur¬ 
rent  authoritarian  government  or  continue  to  sacrifice 
political  freedoms  which  are  considered  basic  in  the 
West.  Even  with  China's  current  high  growth  rates, 
the  social  contract  is  beginning  to  show  signs  of  strain, 
and  since  a  growing  number  of  international  news  re¬ 
porters  and  analysts  are  finding  new  and  innovative 


2 


methods  to  circumvent  the  "Great  Firewall  of  China," 
China  appears  poised  to  enter  a  potentially  danger¬ 
ous  period  in  its  history.5  The  late  political  scientist 
Samuel  Huntington  cautioned  that  most  revolutions 
occurred  when  per  capita  income  is  in  the  $1,000  to 
$3,000  range.6 

There  is  a  growing  fear  in  Beijing  that  the  United 
States  may  attempt  to  cut  off  the  sea  lanes  used  by 
Chinese  tankers  in  the  event  of  a  deterioration  in 
relations  with  Washington.  This  drives  much  of  the 
modernization  efforts  of  the  PLAN  and  the  People's 
Liberation  Army  Air  Force  (PLAAF).  Even  prominent 
civilian  Chinese  analysts  have  cautioned: 

It  must  be  made  clear  that  China  is  not  a  small  region¬ 
al  power  like  Iraq  or  North  Korea.  If  confronted  with 
serious  threats  to  its  energy  security,  it  will  mobilize 
all  its  economic,  political,  and  military  resources  to 
ensure  a  secure  energy  supply,  or  to  interfere  in  the 
supply  chains  of  the  United  States  and  its  allies  like 
Japan  in  key  chokepoints  such  as  the  South  China  Sea, 
the  Strait  of  Malacca  or  even  the  Taiwan  Strait.  These 
counterbalancing  measures  would,  of  course,  be  a  last 
resort.7 

Further,  during  times  of  war,  foreign  ships  carry¬ 
ing  oil  and  gas  would  be  targeted  by  China  for  naval 
interception,  even  within  the  distance  between  Dalian 
in  the  north  and  Guangzhou  in  the  south,  and  pipe¬ 
lines  over  land  would  not  be  immune  from  aerial  at¬ 
tacks.  Oil  transportation  routes,  whether  on  land  or 
sea,  are  justifiable  military  targets  because  a  modern 
military  relies  on  oil  to  move  its  armor  and  personnel 
to  the  front  line.  Still,  these  same  analysts  also  note 
that,  in  actuality,  the  United  States  and  China  are  not 
in  direct  competition  on  most  energy  issues,  although 
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China's  acts  of  energy  diplomacy  do  undermine  U.S. 
goals  of  isolating  or  punishing  "rogue  states."8  It 
should  be  noted  that  China's  dealings  with  some  of 
the  world's  less  savory  governments,  such  as  Sudan, 
have  led  to  much  criticism  from  Western  governments 
as  well  as  the  news  media.  However,  given  the  domi¬ 
nance  of  Western  oil/ energy  companies  and  the  near 
stranglehold  that  they  enjoy  over  resources  in  nations 
governed  by  more  internationally  accepted  regimes 
(with  a  few  notable  exceptions),  China  does  not  have 
the  luxury  of  being  able  to  be  overly  discriminating 
in  its  energy-related  dealings  if  it  wants  to  maintain 
economic  growth  and  ensure  social  stability  at  home. 

There  is  great  anxiety  in  Asia  over  the  belief  that 
world  oil  production  cannot  keep  pace  with  soaring 
global  demand  despite  most  mainstream  assessments 
projecting  macro-stability  for  at  least  the  next  20  years. 
Though  there  is  wide  latitude  for  short-term  price  vol¬ 
atility  and  for  swings  in  supply  and  demand,  the  over¬ 
all  long-term  outlook  should  not  cause  much  alarm. 
While  world  oil  demand  is  increasing  by  roughly  two 
percent  each  year,  a  general  equilibrium  will  largely 
prevail,  thanks  to  the  large  oil  capacity  in  the  Middle 
East.  However,  technological  setbacks  and  geopoliti¬ 
cal  upheaval  that  could  severely  disrupt  the  flow  of  oil 
cannot  be  ruled  out  for  the  indefinite  future.9  None¬ 
theless,  there  has  not  been  a  single  major  incident 
of  intentional  disruption  of  China's  overseas  energy 
supply  since  the  early  1990s  when  China  became  a 
net  importer  of  oil,  thus  making  such  issues  mostly 
psychological  in  nature.  Still,  China's  fears  are  exac¬ 
erbated  by  discussion  among  the  major  world  powers 
of  a  "China  threat"  to  their  respective  energy  supplies. 
Like  all  countries,  Chinese  society  has  a  limited  toler¬ 
ance  for  shortfalls  in  energy  supply.  The  challenge  for 
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China's  energy  security  policy  is  to  factor  risk-taking 
by  the  energy  industry  into  the  domestic  arena.  Taking 
this  into  account,  dialogue  with  international  actors 
over  energy  should  include  the  sharing  of  technologi¬ 
cal  expertise  and  management  know-how  so  Chinese 
energy  corporations  can  lower  the  risks.10 

The  Chinese  economy  is  more  resilient  in  the  face 
of  oil  price  shocks  induced  by  supply  disruptions  than 
many  realize.  Even  if  Saudi  oil,  which  accounts  for 
nine  percent  of  global  supply,  disappeared,  China's 
annual  gross  domestic  product  (GDP)  would  decline 
by  less  than  two  percent,  and  Beijing  could  likely  ride 
out  the  disturbance.  Disruptions  in  Iran  would  have 
even  less  impact.  It  can  be  persuasively  argued  that 
such  geopolitical  threats  to  Chinese  energy  security  as 
price  swings  can  be  readily  tolerated.11  Bruce  Blair  et  al, 
believe  that  Chinese  planners  should  worry  less  about 
the  geopolitics  of  oil,  (since  the  threats  are  not  nearly 
as  serious  as  initially  perceived)  and  dedicate  more  at¬ 
tention  to  conservation,  energy  efficiency,  liberaliza¬ 
tion  of  domestic  energy  investment  and  markets,  and 
other  domestic  components  of  energy  security.  Con¬ 
trol  over  these  factors  would  offer  much  more  lever¬ 
age  against  the  challenge.12  Mao  Yuski  advances  this 
point: 

Countries  and  companies  that  badly  need  resources 
can  freely  acquire  them  on  the  commodity  markets. 
War  and  killing  over  resources  have  been  rendered 
unnecessary.  Taking  Japan  as  an  example  ...,  it  re¬ 
mains  a  resource-poor  country,  yet  it  has  achieved  the 
status  of  a  world  economic  power.  It  purchases  all  vi¬ 
tal  resource  and  energy  needs.13 

The  cases  of  Japan  and  other  resource-poor  Asian 
countries  that  still  maintain  high  levels  of  economic 
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growth,  such  as  India,  South  Korea,  and  Singapore, 
clearly  highlight  the  fallacy  that  the  PLA,  and  more 
particularly  the  PLAN,  are  on  the  frontline  in  the 
defense  of  China's  energy  security.  This  notion  runs 
contrary  to  most  analyses  conducted  by  the  military, 
which  erroneously  looks  at  the  issue  within  an  overly 
narrow,  military-centric  paradigm.  As  the  next  section 
demonstrates,  there  is  actually  very  little  that  the  PLA 
can  do  to  safeguard  China's  energy  security,  and  the 
PLAN'S  future  roles  will  most  likely  be  in  regional 
conflict  scenarios. 

Market  Inefficiencies:  China's  Primary  Threat. 

Despite  the  pressures  of  the  world  environmental¬ 
ist  movement,  coal  is,  and  will  continue  to  be  for  the 
near  to  mid  future,  the  primary  source  of  energy  in 
China  since  domestic  resources  are  abundant.  Energy 
specialists  tend  to  agree  that  there  is  sufficient  domes¬ 
tic  coal  to  sustain  the  country's  present  consumption 
rate  for  decades  to  come.  However,  the  pressure  to 
deal  with  the  environment  and  social  consequences  of 
China's  coal  mining  industry  is  growing.  It  is  unfortu¬ 
nate  that  the  central  government  has  made  mei  wei  ji 
chu  (coal  as  the  basic  source  of  energy)  the  main  pillar 
of  its  energy  strategy,  though  this  policy  was  devel¬ 
oped  largely  in  response  to  the  mounting  international 
outcry  about  a  Chinese  threat  to  global  energy  supply. 
The  policy  is  often  abused  by  all  levels  of  government, 
since  new  coal  mining  projects  do  not  require  much  of 
an  investment  in  the  latest  technology,  and  they  can 
take  advantage  of  the  fact  that  cheap  labor  and  mi¬ 
grating  rural  labor  are  still  widely  available  in  China. 
As  a  result,  officials  often  opt  out  of  supporting  finan¬ 
cially  risky  projects  for  developing  alternative  sources 
of  supply,  such  as  renewable  energy.14 
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The  reshuffling  of  the  coal  industry  has  been  more 
successful  than  in  the  oil  or  power  sectors,  since  the 
participation  of  the  private  sector  has  been  substan¬ 
tial,  especially  in  township  and  village  coal  mines.15 
At  their  peak  in  1996,  these  small  coal  mines  produced 
45.6  percent  of  China's  total  coal.16  Conversely,  in  the 
same  year,  state-owned  mines  which  were  operated 
by  the  Ministry  of  Coal  Industries  (MCI)  accounted 
for  38  percent  of  China's  total  production.17  Howev¬ 
er,  these  village  mines  largely  serve  local  needs  and 
are  not  part  of  an  integrated  national  system.  Energy 
shortages  will  therefore  continue  despite  China's  ad¬ 
equate  domestic  supply.  As  long  as  the  coal  distribu¬ 
tion  network  remains  fractured  and  disjointed,  China 
will  be  unable  to  fully  capitalize  upon  this  endowment 
and  will  remain  vulnerable  to  power  cuts  and  other 
shortfalls  that  stymie  the  type  of  sustainable  growth 
which  reduces  poverty  and  generates  employment.  It 
will  also  greatly  discourage  investments  in  rural  and 
semi-urban  areas,  places  where  the  threat  of  social  un¬ 
rest  is  the  most  acute. 

Establishing  proper  energy  prices  depends  on 
China's  energy  security  —  such  security  is  the  basic 
prerequisite  for  allowing  China  to  accurately  adapt  to 
and  reflect  market  fundamentals  in  pursuit  of  sustain¬ 
able  development.  As  with  all  countries,  raising  en¬ 
ergy  prices  is  politically  risky  in  China.  Though  prices 
are  still  mostly  government-controlled,  the  consumer 
price  of  oil  in  China  is  quickly  approaching  the  level 
of  U.S.  averages.  This  leads  to  many  complaints,  espe¬ 
cially  from  the  Chinese  media,  because  the  per  capita 
income  gap  between  China  and  the  major  industrial¬ 
ized  countries  is  substantial.  Not  surprisingly,  domes¬ 
tic  suppliers  are  accused  by  Chinese  energy  analysts 
of  being  motivated  solely  by  profits  and  of  monopo- 
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lizing  the  domestic  energy  supply  chain.18  However, 
Zha  Daojiong,  along  with  Yong  Xi,  two  well-known 
Chinese  energy  analysts,  claim  that  prices  must  still 
be  readjusted  upwards  and  believe  that  keeping  oil 
prices  artificially  low  to  make  room  for  further  growth 
of  "pillar"  industries,  such  as  automobile  manufactur¬ 
ing,  is  unjustifiable.  Expanding  on  this,  they  say  that, 
given  the  current  state  of  China's  economic  develop¬ 
ment,  automobiles  (especially  those  for  personal  use 
and  convenience)  still  remain  luxury  items  in  China 
and  should  therefore  not  receive  preferential  treat¬ 
ment  from  the  government.19 

A  number  of  price  distortions  and  import  quota 
systems  work  against  China's  oil  security,  since  they 
create  perverse  incentives  that  contribute  to  artificial 
shortages  of  gasoline  and  diesel.  For  example,  the 
import  quota  is  largely  controlled  by  the  big  three 
oil  companies  —  state-owned  China  National  Petro¬ 
leum  Corporation  (CNPC),  Sinopec,  and  the  China 
National  Offshore  Oil  Corporation  (CNOOC).  If  pri¬ 
vate  or  smaller  companies  produce  oil  overseas  and 
obtain  import  quotas,  they  must  sell  the  crude  oil  to 
refineries  which  are  owned  by  the  three  large  compa¬ 
nies  at  local  prices,  essentially  discouraging  the  pri¬ 
vate  oil  companies  from  investing  in  drilling  abroad 
and  bringing  more  oil  back  to  China.  This  regulatory 
framework  even  extends  to  the  larger  enterprises. 
The  suppression  of  domestic  fuel  prices  leads  to  inef¬ 
ficiency  and  even  encourages  consumption  during  a 
time  when  China  increasingly  depends  on  foreign  oil. 
Also,  by  keeping  retail  prices  artificially  low,  China's 
energy  sector  is  put  under  strain  because  it  is  forced 
to  purchase  crude  oil  from  the  international  market. 
Domestic  oil  fields  controlled  by  Sinopec  account  for 
only  half  of  the  company's  refinery  needs.  China  then 
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must  pay  the  international  market  cost  for  the  crude 
oil  which  has  to  be  imported  to  meet  the  country's 
needs,  but  still  sells  refined  products  at  domestic  pric¬ 
es— a  clear  money-losing  situation.20  When  interna¬ 
tional  prices  are  high,  there  are  serious  disincentives 
for  refineries  to  sell  their  products  within  China.  This 
was  seen  when  China's  exports  of  diesel  and  gasoline 
actually  increased  in  2004  even  though  fuel  shortages 
were  being  felt  in  south  and  east  China.  During  this 
same  period,  it  was  also  estimated  that  1,200  tons  of 
oil  products  were  smuggled  out  of  China  every  day.21 
Zha  Daojiong  is  an  ardent  proponent  of  raising  do¬ 
mestic  oil  prices: 

In  a  strategic  business  sense,  a  key  instrument  for  en¬ 
couraging  the  global  flow  of  energy  to  China  would 
be  to  allow  the  domestic  price  levels  to  rise  above  in¬ 
ternational  and  regional  averages.  This  would  provide 
energy  developers  and  traders  the  single  most  power¬ 
ful  incentives  not  to  disrupt  supply  to  China.  It  would 
also  motivate  them  to  mitigate  political  interference 
in  business  interactions  between  China  and  the  rest  of 
the  world  in  the  realm  of  energy.22 

These  measures  make  economic  sense,  serving  as 
they  do  multiple  objectives  (i.e.,  they  would  help  to 
correct  fundamental  imbalances  in  China's  energy 
market  that  will  prove  fatal  if  not  addressed),  and 
would  do  more  to  help  ensure  a  stable  overseas  en¬ 
ergy  supply  than  any  PLA  mission  ever  could.  How¬ 
ever,  with  the  recent  global  economic  crisis,  which  has 
prompted  the  closure  of  thousands  of  small  and  me¬ 
dium  enterprises  (SMEs),  the  CCP  cannot  yet  imple¬ 
ment  these  reforms  without  taking  a  sizable  political 
risk.  As  is  the  case  in  many  countries,  political  consid¬ 
erations  trump  sound  economics. 
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China's  fiscal  and  tax  reforms  in  1994  undermined 
many  of  the  incentives  for  the  promotion  of  energy 
conservation,  especially  in  rural  areas,  that  had  been 
built  into  previous  policies.23  Government  support 
is  vitally  important  for  all  the  actors  associated  with 
energy  conservation,  and  in  overcoming  the  many 
obstacles  to  effective  energy  conservation  which  exist 
in  all  aspects  of  the  product  life  cycle.  This  support 
usually  comes  in  the  form  of  financial  and  tax  policy 
incentives  which  can  be  divided  into  several  catego¬ 
ries:  one  is  comprised  of  policies  that  promote  energy 
conservation  by  lowering  its  investment  costs  (finan¬ 
cial  allocations,  tax  reductions  or  exemptions,  and 
preferential  loans);  another  form  of  support  includes 
measures  which  increase  the  cost  of  energy  consump¬ 
tion,  energy  and  environmental  protection  taxes  for 
example;  yet  another  method  of  government  support 
comes  via  the  strengthening  of  market  signals  by  man¬ 
aging  prices  in  such  a  way  that  they  reflect  various 
externalities.  Combined,  these  tools  could  go  a  long 
way  toward  managing  energy  demand,  implementing 
voluntary  conservation  agreements  and  energy  audits 
of  companies,  and  promoting  energy  efficiency  stan¬ 
dards.24  Though  all  of  the  aforementioned  approaches 
play  an  important  role,  given  the  nature  of  the  Chi¬ 
nese  energy  market,  it  is  likely  that  the  third  route  will 
prove  the  most  critical. 

The  power  shortages  which  continue  despite  re¬ 
structuring  clearly  demonstrate  that  the  2002  overhaul 
of  the  electricity  sector  was  not  successful,  illustrating 
the  adverse  impact  a  malfunctioning  power  sector  can 
have  on  China's  energy  security.  Instead  of  promoting 
competition,  the  separation  of  power  generation  from 
transmission  interests  actually  concentrates  these  as¬ 
sets  in  the  hands  of  state  grid  companies,  thus  cement- 
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ing  their  monopoly  and  inhibiting  the  formation  of 
a  viable  power  market.  In  addition,  since  provincial 
grid  companies  tend  to  base  their  expansion  plans  on 
local  factors,  it  is  impossible  for  China  to  establish  a 
nationwide  electricity  distribution  system.  Today, 
the  National  Development  and  Reform  Commission 
(NDRC)  has  all  administrative  authority  just  as  it  has 
in  the  past,  even  though  it  lacks  knowledge  about  lo¬ 
cal  markets  and  impedes  the  efficient  processing  of 
project  applications.25  A  system  such  as  this,  which 
grants  one  government  body  disproportionate  influ¬ 
ence,  is  not  only  conducive  to  corruption  and  the  type 
of  self-aggrandizement  that  has  sparked  multiple  ri¬ 
ots  in  the  country,  it  also  serves  as  a  major  deterrent 
for  foreign  capital  investment  and  associated  techni¬ 
cal  and  management  expertise.  All  the  while,  China 
is  seeking  plant  and  transmission  materials  across 
the  globe,  claiming  they  will  enable  the  electrifica¬ 
tion  of  the  whole  country.  However,  this  monumental 
achievement  will  not  be  possible  unless  the  NDRC 
establishes  an  integrated  network  of  regional  branch 
offices  that  either  coordinate  closely  with  provincial 
grid  companies  or  replace  ones  that  refuse  to  mod¬ 
ernize.  Further,  public-private  partnerships  (with  the 
government  holding  a  51  percent  equity  stake,  while 
private  investors  hold  the  other  49  percent)  would 
serve  China  well,  although  any  foreign  investors  who 
expect  to  gain  a  controlling  stake  in  a  strategic  asset 
would  be  naive  indeed. 

Achieving  a  stable  energy  supply  is  also  inhibited 
by  several  structural  contradictions  in  energy  con¬ 
sumption  patterns.  A  sustainable  development  model 
is  one  which  productivity  rises  even  as  resource  con¬ 
sumption  falls,  but  in  the  case  of  China  productivity 
is  rising  while  resources  are  being  consumed  even 
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faster.  Further,  while  the  PRC's  demand  for  resources 
increases,  its  access  to  external  resources  has  not  in¬ 
creased  at  the  same  rate.  As  China  has  become  the  fac¬ 
tory  of  the  world,  resource  shortages  are  quickly  be¬ 
coming  an  inhibitor  of  China's  development  process.26 

In  2005,  the  Chinese  government  finally  an¬ 
nounced  a  policy  goal  to  reduce  energy  consumption 
per  unit  of  GDP  by  20  percent  by  2010  (compared  with 
2000  levels.)27  This  suggests  a  CCP  realization  that  it 
must  begin  putting  the  brakes  on  the  current  path  of 
high-speed  growth,  even  though  conservation  can  be 
financially  costly  and  politically  risky  for  subnational 
officials  if  they  fail  to  achieve  high  growth.  While  they 
may  fall  short  of  their  goal,  it  would  be  far  more  dam¬ 
aging  if  the  current  policy  momentum  towards  effi¬ 
cient  energy  consumption  flags  substantially.  Stream¬ 
lining  domestic  industry  in  order  to  boost  domestic 
supply  cannot  be  a  replacement  strategy  for  acquir¬ 
ing  energy  supply  from  the  international  market.28 
With  technical  and  scientific  assistance,  China  could 
increase  its  domestic  oil  recovery  rate  (the  amount  of 
oil  acquired  from  the  ground  as  against  estimates  of 
available  reserves)  and  consequently  reduce  pressure 
on  the  global  oil  market.  China  also  needs  to  find  ways 
to  augment  its  oil  refining  capacity,  possibly  through 
international  cooperation.  Technological  bottlenecks 
in  refining  limit  the  quantity  of  heavy  oil  that  China 
can  process.  This  can  become  problematic,  since 
heavy  crude  oil  accounts  for  one-third  of  total  crude 
imports,  and  deficits  in  oil  refining  technology  mean 
that  Chinese  oil  refiners  cannot  turn  out  oil  products 
for  the  same  profit  as  their  international  counterparts; 
large  quantities  of  high-quality  oil  products  must 
be  imported.29  Since  these  imports  are  purchased  in 
U.S.  dollars,  China  must  dip  into  its  foreign  currency 
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reserves,  something  which  will  have  negative  impli¬ 
cations  in  other  sectors  of  the  Chinese  economy  and 
society.  Although  the  PRC  leads  the  world  in  its  hold¬ 
ings  of  foreign  currency  reserves,  such  a  system  will 
inevitably  erode  the  nation's  finances,  especially  with 
China's  concurrent  practice  of  pegging  its  currency  at 
an  artificially  low  rate  against  the  dollar.  This  inhibits 
the  country's  ability  to  invest  in  critical  areas  such  as 
education,  infrastructure,  and  military  development. 
Also,  factors  such  as  a  diminishing  foreign  currency 
reserve  and  declining  social  indicators  often  prompt 
capital  flight,  leading  to  further  currency  deprecia¬ 
tion.  While  Beijing  does  not  face  this  problem  in  the 
near-to-medium  future  due  to  its  sound  long-term 
planning,  this  hardly  means  it  is  immune  forever. 

The  monopoly30  enjoyed  by  CNPC,  Sinopec,  and 
CNOOC  makes  it  difficult  for  private  oil  companies 
to  bring  additional  oil  supplies  into  the  domestic  mar¬ 
ket  and,  in  turn,  harms  China's  energy  security.  As 
exploration  rights  are  controlled  by  the  three  big  oil 
companies,  private  companies  tend  to  concentrate  on 
the  downstream  sector  or  invest  in  upstream  projects 
abroad.  Privates  companies'  poor  access  to  upstream 
supplies  is  one  of  the  reasons  they  are  forced  to  pay 
high  prices  for  crude  and  sell  their  refined  products  at 
low  domestic  prices.  In  addition,  unlike  Sinopec,  these 
companies  do  not  receive  government  subsidies,  and 
high  international  prices  quickly  put  them  at  risk  of 
bankruptcy,  thus  making  the  private  sector  and  the 
competitive  environment  dangerously  fragile.31  With¬ 
out  effective  private  sector  participation,  China  can 
hope  neither  to  improve  efficiency  in  the  domestic  en¬ 
ergy  market  nor  to  encourage  the  type  of  innovation 
necessary  to  ensure  stability.  State-owned  companies 
will  eventually  have  no  incentives  to  keep  costs  low, 
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maximize  profits,  and  develop  new  technologies  and 
management  practices.  As  it  stands,  they  are  notably 
more  reluctant  to  reinvest  their  own  revenue,  given 
the  steady  stream  of  state  funds  they  now  enjoy. 

As  briefly  discussed  earlier,  current  analyses  fo¬ 
cus  almost  solely  on  the  notion  that  energy  security 
is  based  on  continued  access  to  an  energy  supply  at 
a  reasonable  price.  However,  in  reality,  oil  imports 
are  only  one  dimension  of  China's  energy  security 
concerns  and  are  not  even  the  most  important.  Not 
enough  attention  has  been  given  to  the  more  obscure, 
though  critical,  factor  of  China's  domestic  energy  in¬ 
stitutions  and  their  role  in  addressing  the  country's 
energy  security  challenges  at  home  as  well  as  abroad. 
Energy  institutions  are  indispensable  instruments 
which  shape,  govern,  and  regulate  a  country's  energy 
economy,  and  their  structure  determines  the  perfor¬ 
mance  of  a  nation's  energy  industry  and  its  ability  to 
safeguard  that  industry.  This  determination  comes 
down  to  whether  institutions  are  able  to  produce  and 
implement  a  coherent  national  energy  strategy  while 
also  fostering  an  industry  that  can  meet  a  country's 
growing  energy  needs.  In  the  case  of  China,  the  evolu¬ 
tion  of  its  energy  institutions  has  largely  crippled  Bei¬ 
jing's  ability  to  carry  out  a  national  energy  strategy. 
Furthermore,  under  the  current  institutional  structure, 
the  energy  industry  cannot  meet  the  challenge  of  se¬ 
curing  China's  increasingly  complex  and  burgeoning 
domestic  energy  demand.  This  being  the  case,  if  China 
is  to  ensure  its  energy  security,  it  must  first  restructure 
its  energy  institutions.32 

At  present,  the  make  up  of  China's  energy  insti¬ 
tutions  exhibits  a  high  degree  of  organizational  con¬ 
fusion  that  can  be  attributed  to  its  complex  origins. 
China's  modern  energy  industry  was  modeled  in  part 
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on  the  economic  structure  of  the  former  Soviet  Union 
and  adapted  to  China's  environment.  The  end  result 
was  a  baffling  combination  of  vertical  institutions 
( tiaotiao )  as  well  as  horizontal  institutions  ( kuaikuai ). 
Vertical  institutions  included  commissions  such  as  the 
State  Planning  Commission  (SPC)  and  the  State  Eco¬ 
nomic  and  Trade  Commission  (SETC),  which  sought 
to  integrate  energy  policies  with  other  facets  of  the 
economy.  This  category  also  included  ministries  in 
charge  of  specific  energy  industries  such  as  coal,  pow¬ 
er,  petroleum,  and  nuclear  industries  and  subsumed 
both  the  central-  and  local-level  government  organs. 
Horizontal  institutions  were  comprised  of  nonenergy 
industries  like  the  Ministry  of  Finance  and  the  Minis¬ 
try  of  Railways  that  nonetheless  maintained  responsi¬ 
bility  for  some  segment  of  China's  energy  policies  at 
both  central  and  local  levels.  Vertical  institutions  were 
designed  to  ensure  Beijing's  central  control  over  these 
key  industries,  while  the  horizontal  institutions  were 
largely  a  remnant  of  the  governance  structure  of  the 
Union  of  Soviet  Socialist  Republics  (USSR).  Though 
reforms  have  been  made  to  this  outdated  system,  Chi¬ 
na  still  does  not  have  a  central  energy  policymaking 
body.33 

It  would  be  wise  for  China  to  establish  such  a  body 
as  soon  as  possible  if  it  is  to  develop  a  coherent  strat¬ 
egy  to  ensure  its  energy  security.  Ideally,  this  body 
should  be  headed  by  a  Central  Committee  of  former 
industry  executives  and  academics  who  are  not  nec¬ 
essarily  members  of  the  CCP;  the  committee  would 
initially  have  to  be  appointed,  but  members  could  be 
continuously  reelected  every  few  years.  Such  a  body 
should  also  incorporate  smaller  government  agencies, 
such  as  the  ministries  of  coal,  power,  and  petroleum, 
while  developing  strategic  partnerships  with  vertical 
institutions  like  the  SETC.  Dialogue  would  also  have 


15 


to  be  maintained  with  relevant  agencies  like  the  Min¬ 
istry  of  Finance  as  well  as  private  sector  leaders.  This 
system  would  require  constant  discussion  and  infor¬ 
mation  exchange  — a  marked  break  from  the  once- 
a-year  meetings  that  characterize  much  of  China's 
policymaking  —  plus  more  democratic  practices  in 
decisionmaking.  The  Central  Committee  of  this  newly 
formed  body  would  also  need  an  odd  number  of  vot¬ 
ing  members  in  order  to  avoid  the  type  of  deadlocks 
that  encourage  arbitrary  decisions  and  other  forms  of 
nontransparent,  authoritarian  behavior  which  under¬ 
mine  investor  confidence  and  public  faith  in  the  sys¬ 
tem. 

Key  Sources  of  Supply. 

China's  dependence  on  international  energy  im¬ 
ports  is  rapidly  changing  from  a  relationship  of  rela¬ 
tive  dependence  to  absolute  dependence.  China  will 
not  be  able  to  control  its  own  development  goals  with¬ 
out  corresponding  control  over  the  resources  that  fuel 
its  economy.34  Chinese  realists  argue  that  China  must 
accelerate  its  naval  buildup,  since  its  military  capabili¬ 
ties  lag  far  behind  China's  energy  interests,  and  that 
naval  warfare  is  the  ultimate  arbiter  for  great  powers 
in  solving  international  trade  disputes.35  Though  the 
PRC  would  be  wise  to  increase  its  naval  capabilities 
for  a  range  of  strategic  reasons,  such  an  endeavor 
would  be  a  long  and  difficult  process  that  cannot  be 
viewed  as  an  immediate  solution  to  China's  energy 
insecurity.  Further,  as  will  be  discussed,  international 
market  dynamics  are  rendering  navies  less  relevant  in 
both  ensuring  energy  security  and  denying  that  secu¬ 
rity  to  an  adversary.  Unfortunately,  this  fact  has  been 
lost  on  some  of  China's  most  senior  energy  analysts 
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who,  while  recognizing  the  criticality  of  the  market, 
refer  to  China's  lack  of  a  blue-water  navy  as  the  na¬ 
tion's  Achilles  heel  when  it  comes  to  ensuring  China's 
energy  security.36 

At  present,  Sudan  is  China's  largest  overseas  pro¬ 
duction  base;  more  than  half  of  the  country's  oil  ex¬ 
ports  go  to  Chinese  companies.37  Given  the  dire  hu¬ 
manitarian  situation  in  the  oil-rich  Darfur  region  in 
southern  Sudan,  the  United  States  advocated  United 
Nations  (UN)  sanctions  on  Sudan.  In  September  2004, 
the  Security  Council  voted  to  undertake  sanctions 
against  Sudan's  oil  industry  if  Khartoum  did  not  rein 
in  the  Janjawid  (devil  on  horseback,  or  armed  gunmen) 
militia  in  Darfur,  but  China  quickly  announced  that  it 
would  veto  any  such  efforts.38 

Contrary  to  most  analysis,  China's  energy  invest¬ 
ments  overseas  (such  as  those  in  Sudan)  do  not  pro¬ 
vide  it  with  any  guarantee  of  energy  security  and  are 
mostly  used  to  obtain  foreign  currency.  Often,  too 
little  oil  is  produced  too  slowly  to  offset  China's  rap¬ 
idly  growing  needs,  and  most  of  the  oil  does  not  reach 
China  at  all.  Transportation  costs  are  often  so  high 
that  the  oil  is  either  sold  or  swapped  for  other  oil  that 
will  also  enter  China.39 

Somewhat  ironically,  China's  dealings  with  contro¬ 
versial  regimes,  such  as  the  one  led  by  Sudan's  Omar 
al-Bashir,  actually  create  additional  supplies,  thereby 
reducing  pressure  on  the  international  market.  These 
international  transactions  also  help  to  provide  China 
with  the  foreign  currency  it  needs  to  import  crude  oil 
and  other  energy  needs.  However,  much  of  the  oil  and 
other  energy  resources  that  enter  China  are  not  even 
on  Chinese  ships.40  This  clearly  contradicts  the  percep¬ 
tion  that  China's  supply  lines  are  fatally  vulnerable  to 
naval  interdiction.  A  naval  blockade  would  be  an  im- 
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possible  task  unless  the  blockading  party  was  willing 
to  disrupt  the  entire  global  economy  and  risk  strong 
retaliatory  action  from  the  international  community 
as  well  as  from  the  Chinese. 

In  2008,  Iran  was  China's  third  largest  foreign  oil 
supplier,  and  its  relationship  with  China  in  political, 
economic,  and  military  arenas  has  evolved  consider¬ 
ably.  On  October  28,  2004,  China  signed  an  agreement 
with  Iran  worth  between  $70  billion  and  $100  billion 
to  develop  Iran's  massive  Yada varan  natural  gas  field, 
and  Beijing  agreed  to  buy  250  million  tons  of  lique¬ 
fied  natural  gas  from  Iran  over  25  years.41  Beijing  is 
also  keen  to  construct  a  386-kilometer  pipeline  from 
Iran  to  the  northern  Caspian  Sea  which  would  con¬ 
nect  with  the  Kazakhstan-Xinjiang  pipeline  and  bring 
more  oil  from  the  Middle  East  to  China.  This  would 
reduce  China's  reliance  on  shipped  oil  and  provide 
major  strategic  benefits.42 

Chinese  energy  analysts  view  the  possibility,  real 
or  perceived,  that  Persian  Gulf  oil-producing  states 
may  reduce  supplies  to  China  or  even  cut  them  off  en¬ 
tirely  as  very  serious.43  China's  lack  of  substantial  stra¬ 
tegic  reserves  (in  2008  it  was  30  days  versus  Japan's 
161-day  reserve)  increases  its  sense  of  vulnerability.44 
If  China  is  to  safeguard  its  oil  and  economic  interests,  it 
must  work  with  Gulf  exporters  to  establish  long-term 
mutual  dependence  on  downstream  and  upstream  in¬ 
dustries.45  The  purpose  of  this  relationship  would  be 
for  China  to  purchase  the  region's  petroleum,  while 
encouraging  Gulf  exporters  to  acquire  shares  of  the 
growing  Asian  energy  market  through  their  own  in¬ 
vestments  in  refining.  The  Gulf  is  also  becoming  an 
important  destination  for  investment  in  China's  own 
energy  industry  as  it  actively  seeks  business  overseas, 
with  the  oil  economy  as  the  key  link  to  the  growing 


18 


trade  between  the  two  regions.  Further,  the  Gulf  is  a 
potential  market  for  Chinese  commodities  as  well  as 
an  entry  point  for  exporting  goods  to  the  greater  Mid¬ 
dle  East  and  East  Africa.  Although  U.S.  resistance  is 
likely,  a  platform  of  common  interests  is  equally  likely 
to  emerge  between  a  China  which  seeks  to  maintain 
strong  economic  growth  and  a  Gulf  which  is  pursuing 
economic  diversification  in  its  energy  exports.46  In  ad¬ 
dition,  there  is  a  tacit  assumption  in  these  regions  that 
Chinese  economic  involvement  does  not  come  with 
strings  attached,  and  that  Beijing  will  revisit  criticisms 
from  Western  nations  as  well  as  some  regional  neigh¬ 
bors  to  abandon  this  practice. 

This  realpolitik  in  conducting  business  and  fur¬ 
thering  economic  interests  has  served  China  well  for 
the  most  part,  possibly  providing  it  with  a  competitive 
advantage  over  the  industrialized  democracies  which 
are  also  competing  for  resources  controlled  by  ostra¬ 
cized  regimes.  Nonetheless,  as  China's  military  and 
diplomatic  clout  continues  to  grow,  this  country  will 
eventually  have  to  modify  its  approach  if  it  intends  to 
be  accepted  as  a  responsible  actor  by  the  West,  an  ac¬ 
ceptance  which  China  appears  to  seek.  Further,  unlike 
that  of  the  United  States,  China's  increased  economic 
presence  in  the  Middle  East  has  not  coincided  with  a 
more  robust  military  presence.  This  has  won  Beijing 
supporters  in  this  typically  inward-looking  region 
which  is  grappling  with  the  pressures  of  moderniza¬ 
tion,  while  also  trying  to  accommodate  foreign  influ¬ 
ence  without  diluting  indigenous  cultures  and  iden¬ 
tity.  However,  if  China  decides  to  follow  the  flawed 
logic  which  declares  that  an  increased  military  pres¬ 
ence  would  lead  to  a  corresponding  increase  in  its  en¬ 
ergy  security,  China  could  risk  its  reputation  of  being 
a  useful  neutral  player  in  the  region. 
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As  the  year  2010  dawned,  Kazakhstan  was  already 
vital  to  China's  energy  security,  and  Beijing  is  busy 
purchasing  Kazakh  oilfields  and  companies.  If  there 
were  a  threat  to  the  flow  of  oil  to  China,  the  doctrine 
of  active  defense47  could  justify  the  PLA's  launching 
of  a  preemptive  strike  against  threatening  targets  in 
the  hope  of  ensuring  the  security  of  the  state  and  its 
assets.  The  PL  A  is  currently  mechanizing  much  of  its 
army  and  is  developing  at  least  two  powerful  armor 
mechanized  corps  modeled  after  the  1980s  Soviet 
Operational  Maneuver  Groups  which  are  designed 
for  breakthroughs  and  deep  exploitation  roles  in  an 
offensive  operation.  The  force  is  too  heavy  for  am¬ 
phibious  landings  or  operations  in  China's  tropical 
areas;  thus  Martin  Andrew  surmises  that  the  corps  is 
designed  to  ensure  Chinese  energy  security.  He  be¬ 
lieves  that  this  force,  though  it  would  use  Xinjiang  as 
its  springboard,  would  aim  to  overrun  the  defenses  of 
any  Central  Asian  state  to  secure  relevant  oilfields.48 

The  PLA  has  already  stated  that  it  is  ready  to  "forge 
a  strong  military  force  powerful  enough  to  take  on 
important  missions  on  the  basis  of  China's  economic 
development."49  Nonetheless,  much  of  Kazakhstan's 
oil,  especially  supplies  from  the  giant  Kashagan  oil¬ 
field,  still  goes  west  and  onto  European  markets  as  a 
result  of  the  Soviet-era  pipeline  infrastructure.50  These 
armored  mechanized  corps  are  thus  more  likely  to  be 
used  for  deterrence  rather  than  for  conducting  opera¬ 
tions.  Overtly  violating  the  sovereignty  of  a  Central 
Asian  neighbor  with  ground  forces  might  prompt  a 
series  of  counter-reactions  which  could  fairly  easily 
lead  to  a  further  destabilization  of  western  China  (es¬ 
pecially  Xinjiang),  something  Beijing  cannot  afford. 
The  East  Turkestan  Islamic  Movement  (ETIM)  has  an 
extensive  infrastructure  in  Central  Asia,  serving  as  a 
sensitive  point  of  friction,  and  was  a  major  driving 
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force  behind  the  formation  of  the  Shanghai  Coopera¬ 
tion  Organization  (SCO).  Any  cross-border  raids,  re¬ 
gardless  of  the  motivation,  would  greatly  undermine 
regional  counterterrorist  cooperation. 

Moreover,  China's  main  partner  for  military  exer¬ 
cises  in  Central  Asia,  held  under  the  auspices  of  SCO, 
is  Russia,  which  is  a  potential  partner  in  the  event  that 
China  does  deploy  into  the  region.  Russia  has  more  to 
offer  than  war  games  experience;  it  is  an  underutilized 
energy  partner  as  well.  Rosito  Dellios  has  noted  the 
"anomaly  that  Russia  as  the  world's  leading  producer 
of  crude  oil  and  the  second  largest  exporter,  after  Saudi 
Arabia,  ranked  [in  2008]  only  as  the  fifth  largest  sup¬ 
plier  of  China's  crude  oil  imports,"  and  that  it  "would 
be  easier  for  China  to  defend  the  security  of  energy 
supplies  from  Russia  through  Eurasia  than  to  protect 
sea  lines  of  communication  (SLOCs)  from  the  Middle 
East  and  Africa,  where  most  of  China's  oil  imports 
originate."51  Chinese  energy  analysts  also  believe  that 
it  is  wise  to  develop  a  stronger  relationship  with  Rus¬ 
sia  in  the  field  of  energy,  especially  given  that  many 
of  Russia's  reserves  are  in  Siberia  and  the  Far  East  re¬ 
gion  near  China's  urban  centers  where  demand  is  the 
heaviest.  They  believe  that  this  enhanced  relationship 
will  also  provide  Russia  with  a  strategic  benefit  in  that 
the  increased  revenue  from  China  will  help  Russia  to 
deal  with  its  major  economic  and  social  issues.52 

Russia  has  begun  to  use  oil  and  natural  gas  as  po¬ 
litical  weapons.  For  example,  Ukraine  depends  on 
Russia  for  approximately  two-thirds  of  its  natural  gas, 
and  Russia  has  traditionally  provided  gas  at  a  dis¬ 
counted  price  to  former  Soviet  republics  such  as  Be¬ 
larus  and  Armenia.  Ukraine  also  received  discounted 
natural  gas  until  the  2004  Orange  Revolution  brought 
a  pro-Western  government  to  Kiev.  The  Russians  cut 
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off  natural  gas  to  Ukraine  for  a  short  period  in  Janu¬ 
ary  2006  and  for  3  weeks  in  2009.  Apart  from  putting 
Ukraine  in  a  desperate  position,  the  cutoff  immediate¬ 
ly  menaced  the  rest  of  Europe,  as  most  of  its  gas  flows 
through  Ukraine.  Moscow  achieved  several  goals  by 
doing  this:  first,  it  pressured  Ukraine  directly;  second, 
it  forced  many  European  states  to  deal  with  Moscow 
on  their  own  rather  than  through  the  European  Union 
(EU);  third,  it  created  a  situation  in  which  European 
countries  had  to  choose  between  supporting  Ukraine 
or  receiving  a  gas  supply.53 

Oil  prices  below  $70  led  to  budget  deficits  for  Rus¬ 
sia.  In  2009,  with  the  decline  of  the  ruble  and  stock 
market  plus  rising  unemployment,  the  potential  for 
social  unrest  and  discontent  was  high  despite  Putin's 
approval  rating  remaining  above  80  percent.54  Still,  the 
global  economic  crisis  has  caused  some  to  conclude 
that  Russia  has  little  choice  but  to  abandon  its  interna¬ 
tional  assertiveness  in  favor  of  re-engaging  the  West 
and  diversifying  its  energy-dependent  economy.  Rus¬ 
sia  seems  to  understand  that  the  only  way  to  reverse 
the  trend  of  its  declining  power  and  internal  malaise  is 
through  exploiting  the  comparative  advantage  of  Rus¬ 
sia's  energy  resources.  The  Kremlin  feels  that  building 
up  the  capacity  to  shape  the  global  energy  markets  is 
a  necessity  rather  than  merely  an  option. 

However,  if  Russia  is  to  become  an  energy  super¬ 
power,  it  needs  Western  investment  and  expertise  to 
develop  its  lucrative  energy  fields,  such  as  Shtokman, 
and  build  diverse  transportation  networks  through 
northern  and  southern  pipelines.  Also,  given  the 
world's  development  trends,  Russia  has  a  generation 
at  most  to  catch  up  with  its  powerful  neighbors  in  eco¬ 
nomic,  military,  and  social  terms.  The  global  financial 
crisis  dealt  a  major  setback  to  Russia's  plans,  greatly 
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diminishing  Gasprom's  market  value  while  Exxon¬ 
Mobil  did  not  fare  nearly  as  badly.  Further,  Gasprom 
and  Rosneft  have  become  heavily  indebted  to  foreign 
companies  and  have  to  borrow  again  for  debt  restruc¬ 
turing  purposes.55  Both  companies  borrowed  $25  bil¬ 
lion  from  China  in  exchange  for  oil  supplies  from  East 
Siberia  over  a  period  of  20  years.  Thus,  creditor  China 
may  not  be  subject  to  borrower  Russia's  oil  politics.56 

How  Vulnerable  is  China  to  a  Naval  Blockade? 

While  many  energy  analysts  believe  that  Russia 
and  China  are  likely  to  develop  a  complementary 
relationship  of  energy  producer  and  consumer,  the 
same  cannot  be  said  for  the  United  States  and  China. 
Many  analysts  feel  that  the  trajectories  of  the  world's 
two  largest  energy  consumers  will  inevitably  lead  to 
a  clash  over  resources  in  the  future.  Energy  security 
is  now  beginning  to  play  an  increasingly  important 
role  in  Sino-U.S.  relations  and  has  intensified  fric¬ 
tion  on  several  regional  issues.57  Beijing  believes  that 
its  dependence  on  the  United  States  to  secure  its  sea 
lanes  potentially  threatens  its  energy  security,  since  80 
percent  of  its  imported  oil  comes  through  the  Malacca 
Straits.  Hu  Jintao  has  expressed  extreme  concern  over 
this  vulnerability  of  China's  oil  supplies  because  the 
PRC  would  face  quite  a  dire  predicament  in  the  event 
of  an  incident  resulting  in  blockage  of  the  Strait.58 

The  biggest  issue  between  the  United  States  and 
China  is  Taiwan,  an  issue  that  China  views  as  a  life-or- 
death  threat.  The  former  Bush  administration  caused 
concern  in  China  in  pushing  Japan  to  rearm  and  in 
warning  Beijing  that  the  use  of  U.S.  military  force 
against  China  in  a  conflict  over  Taiwan  was  a  real  pos¬ 
sibility.59  If  a  conflict  were  to  occur,  many  feel  that  the 
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United  States  and  Japan  could  move  to  cut  off  China's 
overseas  oil  lifeline,  inflicting  a  huge  blow  to  Beijing 
and  making  a  wider  war  over  energy  more  likely.60 

Chinese  security  analysts  are  also  concerned  over 
piracy  and  terrorism  in  the  Malacca  Strait,  with  China 
holding  discussions  with  Indonesia,  Malaysia,  and 
Singapore  regarding  cooperation  to  maintain  security 
in  the  Strait.  Indonesia  and  Malaysia  have  been  hesi¬ 
tant  to  grant  a  significant  role  to  any  outside  power  al¬ 
though  options  for  cooperation  that  do  not  depend  on 
infringements  of  their  sovereignty  are  being  explored. 
If  the  PLA  seeks  to  enhance  the  security  of  the  Malacca 
Strait,  it  will  have  to  build  up  its  power-projection  ca¬ 
pabilities  to  reach  the  area.  Aircraft  carriers  and  long- 
range  aircraft  are  being  developed,  and  China  is  also 
supposedly  seeking  bases  in  friendly  countries  along 
the  sea  lines  of  communication  connecting  it  to  oil 
sources  in  the  Persian  Gulf.61  Further,  as  noted  earlier, 
in  recent  years  the  PLA  has  reorganized  the  army  so 
as  to  secure  energy  supplies  under  the  doctrine  of  ac¬ 
tive  defense.  This  armored  heavy  corps  could  become 
China's  new  strategic  weapon.  But  irresponsible  use 
of  any  of  these  new  capabilities  will  set  off  alarm  bells 
without  actually  enhancing  China's  energy  security. 
Rather,  these  capabilities  should,  according  to  PLA 
doctrine,  be  used  to  prepare  for  regional  combat  sce¬ 
narios  or  local  wars  and  for  deterrence  purposes.62 
Even  if  a  pipeline  is  secured  by  military  force,  it  is  not 
worth  much  if  the  host  nation  shuts  off  the  energy¬ 
providing  resources  running  through  it. 

The  U.S.  Navy  seems  to  believe  that  it  has  the  abil¬ 
ity  to  enforce  an  ironclad  blockade  with  near  impunity 
and  is  now  operating  in  the  Malacca  Strait,  as  well  as 
other  strategic  choke  points  such  as  the  Straits  of  Hor¬ 
muz.  It  also  controls  the  entire  oil  delivery  route  from 


24 


the  Middle  East  to  Asia  which  supposedly  allows  it 
to  quickly  cut  off  China's  supplies.  Some  senior  U.S. 
naval  combatant  commanders  do  not  feel  that  a  block¬ 
ade  against  China  would  cause  a  great  deal  of  collat¬ 
eral  damage  to  U.S.  allies  in  Northeast  Asia  such  as 
Japan  and  South  Korea,  and  they  believe  that  the  Unit¬ 
ed  States  could  impose  a  blockade  against  oil  tankers 
bound  for  China  without  constricting  oil  bound  for 
U.S.  allies  along  the  Pacific  Rim.  This  ability  has  been 
proved  previously,  namely,  during  the  enforcement  of 
the  oil  embargo  on  Iraq.  In  response  to  these  concerns, 
China  has  been  able  to  set  up  coastal  intelligence  and 
military  outposts  in  several  countries  located  along 
strategic  oil  routes.  However,  U.S.  experts  still  believe 
that  they  can  cut  the  corridors  if  need  be.63 

Though  China  could  hypothetically  be  embargoed 
by  the  Organization  of  Petroleum  Exporting  Coun¬ 
tries  (OPEC)  under  pressure  from  Washington,  the 
world  market  is  now  so  seamless  that  oil  supplies  can 
be  obtained  from  nonembargoed  sources  at  the  same 
price  that  everyone  else  pays.  This  is  exactly  what 
happened  during  the  oil  embargo  declared  by  OPEC 
against  the  United  States  in  1973.  Prices  skyrocketed 
because  of  a  large  production  cutback,  but  OPEC  could 
not  prevent  nonembargoed  nations  from  selling  oil  to 
the  United  States.  Today,  oil-producing  nations  in  the 
Middle  East  have  far  less  power  vis-a-vis  consumer 
nations  than  they  did  in  the  1970s.  Most  simply  cannot 
afford  to  stop  selling  oil  on  the  international  market 
without  causing  their  own  oil-export-dependent  econ¬ 
omies  to  collapse.  Saudi  Arabia  (the  world's  largest 
exporter),  for  example,  cannot  stop  pumping  oil  with¬ 
out  shattering  its  already-fragile  social  contract  with 
its  population.  The  House  of  Saud  has  suffered  some 
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2  decades  of  trade  and  budget  deficits  and,  as  a  result, 
has  accrued  a  debt  equal  to  nearly  75  percent  of  Saudi 
Arabia's  GDP.64 

Revenue  from  oil  exports  has  dropped  sharply  in 
Saudi  Arabia  in  real  dollar  terms  since  the  1970s,  with 
a  surging  youth  population  and  high  unemployment 
(14  percent  or  higher)  rate  resulting  in  a  per  capita  in¬ 
come  earnings  drop  from  $22,000  in  the  late  1970s  to 
about  $4,500  in  2010  (in  constant  2004  U.S.  dollars). 
As  its  social  welfare  system  shows  signs  of  collapse, 
Riyadh  needs  customers  as  much  as  consumers  need 
Saudi  oil.  While  China  depends  on  Middle  Eastern  oil 
diplomacy,  the  dependencies  are  mutual.  It  can  thus 
be  said  that  the  global  integrated  marketplace  is  a  soft 
cushion  against  embargo  pressures.  Although  any 
production  cutbacks  accompanying  an  oil  embargo 
would  raise  world  prices  for  everyone,  "it  is  the  price 
mechanism,  not  physical  mechanisms  —  that  would 
ration  the  allocation  of  oil."65  China's  exposure  to  oil 
price  shocks  caused  by  supply  disruptions  is  similar 
to  America's  exposure.  The  same  shocks  were  also  felt 
in  nations  that  import  all  of  their  oil,  like  Japan,  and 
nations  that  produce  more  oil  than  they  need,  such  as 
Britain  (whose  self-sufficiency  in  oil  could  not  shield 
British  consumers  from  the  sudden  spike  in  gasoline 
prices  in  the  summer  of  2000).  In  the  global  oil  market 
where  supply  is  concerned,  it  does  not  matter  wheth¬ 
er  a  nation  produces  its  energy  domestically  or  buys 
from  abroad.66 

The  United  States  cannot  enforce  a  naval  blockade 
that  would  meaningfully  starve  China  of  energy  re¬ 
sources;  if  it  attempted  to  do  so  and  failed,  it  would 
damage  the  U.S.  Navy's  prestige  (and  that  of  the  rest 
of  the  military)  and  would  obviously  have  negative 
implications  for  U.S.  diplomacy  along  with  its  global 
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standing.  It  would  be  impossible  to  know  which  ships 
to  focus  on  for  the  blockade,  since  a  wide  variety  of 
flags  deliver  China's  energy  resources.  This  blockade 
would  inevitably  harm  the  energy  security  of  U.S.  al¬ 
lies  while  also  severely  disrupting  the  global  economy. 
Further,  China  is  steadily  reducing  its  dependence  on 
sea  transportation  and,  in  the  process,  rendering  its 
own  navy  even  more  nugatory.  Both  China  and  the 
United  States  would  be  better  served  by  concentrating 
on  sound  economics  and  management/  distribution 
practices  rather  than  dedicating  substantial  weapon 
resources  towards  a  scenario  that  is  highly  unlikely 
to  occur. 

A  More  Realistic  Assessment  of  the  PLAN'S  Future 
Roles. 

Throughout  China's  history,  its  strategic  orienta¬ 
tion  has  been  continental,  and  its  strategic  tradition— 
its  way  of  thinking  about  and  forming  strategic  is¬ 
sues  —  has  been  largely  focused  on  land  war.  However, 
today  the  risk  of  cross-border  aggression  has  lessened 
distinctly,  and  the  threat  of  invasion  — the  primary 
worry  of  Chinese  strategists  for  centuries  —  has  nearly 
disappeared.  This  does  not  suggest  that  China  has  to¬ 
tally  abandoned  its  land  warfare  strategic  traditions. 
In  fact,  the  PRC's  maritime  strategic  outlook  is  part 
of  the  continental  tradition  of  using  maritime  power 
in  a  defensive  strategic  context  which,  in  the  PRC's 
case,  means  protecting  offshore  sovereign  interests 
and  denying  other  nations  the  use  of  the  high  seas  as 
an  avenue  for  attacking  China.67  Nonetheless,  several 
official  Chinese  documents  have  stressed  the  need  to 
engage  in  a  gradual  extension  of  the  PLAN'S  strategic 
depth.68 
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China's  emergence  as  a  major  trading  power  has 
brought  heavy  dependences  upon  sea  lines  of  com¬ 
munication  (SLOCs).  The  strong  growth  of  the  Chi¬ 
nese  economy  (averaging  roughly  9  percent  annual 
growth  since  the  1970s)  despite  the  global  recession 
of  2008  has  been  driven  by  exports  dependent  on  the 
import  of  components  and  raw  materials.  Disrup¬ 
tion  of  trade  will  not  only  degrade  China's  economic 
security,  but  also  the  stability  of  the  current  regime, 
which  draws  much  of  its  legitimacy  from  continued 
economic  growth.  However,  since  the  PLAN  lacks  the 
capabilities  needed  to  protect  Chinese  shipping  in  the 
East  Asian  SLOCs,  especially  in  the  southern  regions 
of  the  South  China  Sea  and  the  Southeast  Asian  Straits, 
China  relies  on  the  United  States  to  ensure  freedom 
of  the  seas  and  the  security  of  sea  lanes.  According 
to  most  Chinese  strategists,  this  reliance  leaves  China 
vulnerable  in  the  event  of  hostilities.  PLA  planners  are 
thus  actively  seeking  to  enhance  China's  military  ca¬ 
pabilities  so  that  the  Chinese  themselves  can  protect 
the  sea  lanes  that  are  used  by  Chinese  shipping.69 

A  major  driver  of  PLAN  development  is  the  more 
robust  strategic  ambition  developed  by  PLA  strate¬ 
gists.  The  major  strategic  crunch  point  is  reached  when 
China's  most  important  interests  are  either  threatened 
or  unresolved,  either  domestically  or  internationally. 
Over  the  past  15  years  or  so,  CCP  leaders  and  diplo¬ 
mats  have  done  much  to  advance  the  national  inter¬ 
est  of  stability  in  China's  immediate  neighborhood  by 
securing  the  PRC's  land  frontiers  through  the  resolu¬ 
tion  or  mitigation  of  territorial  disputes  with  Russia, 
Vietnam,  Kazakhstan,  Kyrgyzstan,  and  India.  China 
has  also  negotiated  strategic  partnerships  with  these 
countries  and,  as  is  the  case  of  most  of  Central  Asia 
and  Russia,  has  pulled  them  into  the  regional  security 
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relationship  formed  by  the  SCO.  Fortunately,  China 
does  not  face  a  credible  military  threat  from  its  conti¬ 
nental  neighbors  in  the  near-to-medium  future. 

While  its  land  frontiers  are  stable  for  the  most 
part,  China's  maritime  approaches  are  plagued  by 
sovereignty  disputes  and  acute  vulnerabilities.  This 
situation  is  not  new  to  China  and  has,  in  fact,  been  an 
issue  for  Beijing  since  at  least  1842,  when  the  Treaty 
of  Nanking  ended  the  first  Opium  War.  This  was  a 
3-year  conflict  between  China  and  Great  Britain  which 
exposed  the  military  weaknesses  of  Imperial  China 
and  introduced  the  so-called  Century  of  Humiliation. 
Following  this,  the  repeated  military  and  diplomatic 
humiliations  and  defeats  that  China  suffered  from 
Western  powers  and  Japan  mainly  came  from  the  sea. 
The  difference  today  is  that  the  PRC  has  the  necessary 
resources  and  political  coherence  to  address  the  real¬ 
ity  that  the  vast  majority  of  China's  outstanding  sov¬ 
ereignty  issues  and  unresolved  strategic  problems  are 
maritime  in  nature.  These  problems  include: 

•  Taiwan.  The  combination  of  Taiwan's  air  de¬ 
fense  and  the  threat  of  intervention  by  the  Unit¬ 
ed  States  military  (primarily  the  U.S.  Navy) 
effectively  keeps  the  Strait  a  Taiwanese  moat 
rather  than  an  expeditionary  highway  for  the 
PLA. 

•  East  coast.  Possibly  as  strategically  significant 
as  Taiwan,  the  status  of  the  east  coast  as  the 
PRC's  economic  center  of  gravity  has  emerged 
as  a  geostrategic  reality.  Because  it  is  a  "sea¬ 
board,"  it  is  extremely  vulnerable  to  attack  from 
blue  water  —  a  military  task  the  United  States  is 
uniquely  suited  to  execute. 

•  East  China  Sea.  Territorial  disputes  with  Japan 
over  island  and  seabed  resources  in  the  East 
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China  Sea  have  become  more  serious,  repre¬ 
senting  a  potential  flashpoint  where  Sino-Jap- 
anese  interests  are  contested.  Each  state  stakes 
its  claims  by  the  periodic  deployment  of  naval 
and  coast  guard  vessels. 

•  Spratly  Islands.  Unsettled  territorial  disputes, 
and  their  concomitant  resource  issues,  remain 
with  respect  to  the  Spratly  Islands  and  the 
South  China  Sea,  with  Vietnam  a  notable  dis¬ 
putant. 

•  Maritime  trade.  China's  entire  national  strategy 
of  reform  and  opening  depends  largely  upon 
maritime  commerce  (trade).  The  Chinese  econ¬ 
omy  is  driven  by  the  combination  of  exports 
and  imports  which  together  account  for  almost 
75  percent  of  GDP,  with  most  of  this  trade  de¬ 
pendent  upon  sea  routes.70 

Instead  of  attempting  to  establish  absolute  security 
for  Chinese  energy  supplies  in  far-flung  regions  such 
as  the  Middle  East,  the  PLAN  has  scaled  its  approach 
to  these  types  of  regional  issues  in  a  more  realistic  and 
discriminating  manner.  In  this  regard,  the  PLAN  will 
hope  for  the  best  while  planning  for  the  worst,  but 
combat  preparations  will  assume  a  distinct  focus  on 
asymmetric  warfare,  since  its  capabilities  lag  far  be¬ 
hind  those  of  the  United  States  and  Japan.  The  aim  is 
not  to  hand  a  punishing  conventional  defeat  to  an  ad¬ 
versary,  but  rather  to  raise  the  stakes  in  a  conflict  to  an 
unacceptable  level  and  prompt  an  opponent  to  either 
scale  down  hostilities  or  avoid  them  entirely  —  the  lat¬ 
ter  being  a  more  desirable  option  to  the  Chinese.  Chi¬ 
nese  concepts  of  asymmetric  warfare  and  deterrence 
differ  greatly  from  those  of  the  West;  Beijing  views 
asymmetric  warfare  as  an  activity  extending  well  be- 
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yond  the  military  realm  to  include  a  wide  range  of 
economic  and  political  coercive  techniques  which  can 
be  used  to  pressure  adversaries. 

By  2009,  the  PLAN  had  developed  into  a  force  ca¬ 
pable  of  more  multi-pronged  missions  which  could  be 
carried  out  over  long  distances.  While  two  destroy¬ 
ers  and  a  supply  ship  made  their  way  to  the  Gulf  of 
Aden  on  an  anti-piracy  mission,  the  Ministry  of  Na¬ 
tional  Defense  (MND)  clearly  stated  it  is  China's  right 
to  build  aircraft  carriers.  Some  of  these  developments 
have  occurred  against  a  backdrop  of  global  recession 
and  the  perception  that  the  CCP  leadership  has  been 
too  preoccupied  with  its  multibillion  dollar  effort  to 
stimulate  the  economy  and  generate  employment. 
These  factors  clearly  demonstrate  China's  unwaver¬ 
ing  commitment  to  naval  modernization.71 

This  trend  has  led  many  to  conclude  that  the  de¬ 
velopment  of  an  aircraft  carrier  is  directly  linked  to 
the  PLAN'S  eventual  maiden  excursion  into  the  Mid¬ 
dle  East,  and  that  China  will  seek  to  challenge  U.S. 
influence  in  the  region  by  using  the  same  methodol¬ 
ogy  to  gain  a  preeminent  position  that  Washington 
employs  — that  is,  a  demonstration  of  military  force 
and  ability  to  provide  a  security  umbrella  for  the  re¬ 
gion.  Given  the  fact  that  less  and  less  of  China's  en¬ 
ergy  needs  will  travel  by  sea  and  that  there  are  more 
pressing  issues  closer  to  home,  these  potential  aircraft 
carriers  need  to  be  viewed  within  a  regional  context. 

Chinese  Views  on  Maritime  Security. 

As  conclusively  taught  to  us  by  Alfred  Thayer  Ma¬ 
han  in  the  19th  century,  sea  power  has  played  a  major 
role  in  the  fate  of  nations  throughout  history,  and  Chi¬ 
na  is  no  exception.  Many  Chinese  analysts  believe  that 
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the  country's  descent  into  a  divided,  colonized  state 
was  due  to  its  lack  of  naval  power.  They  point  to  the 
Opium  Wars  in  1840  and  1854,  as  well  as  the  Sino-Jap- 
anese  War  of  1895,  as  examples  of  China's  crucial  de¬ 
feats  at  sea  which,  they  say,  ultimately  led  to  its  failure 
as  a  state.  They  also  believe  that  the  Taiwan  issue  has 
still  not  been  resolved  because  of  China's  insufficient 
sea  power.72  It  should  thus  not  be  surprising  that  PRC 
leaders  have  also  come  to  believe  that  the  strategic  in¬ 
terests  of  China  can  be  secured  only  through  a  robust 
naval  force,  which  view  is  a  major  departure  from  the 
dominant  strategic  traditions  of  China.73 

China's  sea  power  is  uniquely  defined.  A  tradi¬ 
tional  Western  notion  of  sea  power  is  directed  at  the 
ability  to  control  the  oceans  while  China's  concept  of 
sea  power  entails  a  marriage  of  sea  power  and  equal 
sea  rights.  In  a  fundamentally  anarchic  international 
political  system,  sea  rights  are  often  exercised  through 
sea  power.74  The  United  States  is  viewed  by  many  Chi¬ 
nese  analysts  as  the  most  important  external  force  im¬ 
pacting  China's  maritime  security  interests.7^  This  will 
further  drive  the  PLAN'S  focus  on  asymmetric  tactics 
in  the  region,  specifically  on  anti-access  strategies 
which  aim  to  make  involvement  in  a  local  conflict  too 
costly  for  Washington  both  domestically  and  interna¬ 
tionally.  Large  weapon  platforms,  such  as  aircraft  car¬ 
riers,  will  serve  as  a  deterrent  and  as  weapons  of  last 
resort  in  view  of  their  vulnerability  to  superior  U.S. 
military  power. 

The  PLAN'S  notion  of  offshore  defense  is  based 
on  the  former  Soviet  Union's  maritime  strategy.  The 
Soviets  developed  a  defensive  maritime  strategy  with 
spaced,  roughly  parallel  sea  lines  of  defense  (so  called 
"thresholds")  at  varying  distances  from  the  USSR's 
coasts,  with  each  line  defended  by  weapons  systems 
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and  tactical  schemes  appropriate  to  its  location.  This 
largely  linear,  ground  combat  approach  ("layered  de¬ 
fense")  to  thinking  about  maritime  defense  was  used 
to  rationalize  the  operational  capabilities  Soviet  naval 
and  air  forces  required  to  deny  the  United  States,  its 
primary  threat,  the  use  of  the  sea.  However,  the  dif¬ 
ference  between  the  Soviet  and  PRC  approaches  is 
that  the  PL  A  — according  to  U.S.  Department  of  De¬ 
fense  annual  reports  to  Congress  on  China's  military 
power,  which  cite  1980s  PLA  theory76  —  decided  to 
define  distance-related  thresholds  in  terms  of  "island 
chains."  The  similarities  between  the  Soviet  and  PLA 
approaches  to  coastal  defense  are  likely  to  derive  from 
continental  strategic  culture  and  Soviet  mentorship.  In 
either  case,  however,  the  tactic  represents  a  rational 
approach  to  the  operational  problem  of  defending 
against  forces  which  attack  via  the  sea. 

The  primary  requirement  for  China's  layered  sea- 
defense  method  is  an  effective  surveillance  system. 
Finding  and  locating  ships  on  the  high  seas  is  prob¬ 
lematic  given  the  vastness  of  the  oceans  and  difficulty 
in  determining  the  location  of  a  ship  at  any  particular 
point  in  time  as  it  is  moving  through  the  waters.  A 
surveillance  system  must  be  able  to  distinguish  be¬ 
tween  civilian  ships,  such  as  oil  tankers  or  merchant 
vessels,  and  warships.  Without  effective  surveillance, 
it  is  impossible  to  position  offensive  weapons  systems 
or  intercept  moving  naval  forces.  For  example,  the  So¬ 
viets  built  a  surveillance  system  comprised  of  radio 
direction-finding,  electronic  "spy  ships"  sensitive  to 
electronic  signals,  and  space-based  satellites  designed 
to  detect  either  electronic  or  infrared  emissions  from 
ships.  Here  it  should  be  noted  that  surveillance  satel¬ 
lites  are  in  relatively  low  orbits  around  earth,  passing 
overhead  relatively  quickly.  Further,  the  second  ele- 
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merit  in  the  USSR's  layered  defense  system  was  land- 
based  long-range  aircraft  which  could  be  employed 
en  masse  to  fire  long-range  cruise  missiles.  The  So¬ 
viet  tactic  was  to  send  aerial  raids  of  two  regiments 
(roughly  46  aircraft)  against  each  enemy  battle  group 
to  ensure  that  their  bombers  would  survive  the  defen¬ 
sive  screen  and  get  within  the  appropriate  range  to 
launch  ship-killing  cruise  missiles.  This  tactical  threat 
prompted  the  U.S.  Navy  to  develop  the  Aegis  radar- 
based  air  defense  system,  specifically  built  to  enable 
missile  defense  ships  to  shoot  down  such  barrages  of 
cruise  missiles.  At  present,  however,  China  does  not 
possess  many  of  the  same  capabilities  of  the  former 
Soviet  Union,  namely,  aircraft  capable  of  carrying 
long-range  cruise  missiles.77 

The  third  aspect  of  the  Soviet's  layered  strategy 
was  the  use  of  submarines  which  were  given  direc¬ 
tions  to  their  targets  in  much  the  same  way  that  Ger¬ 
man  U-boats  were  dispatched  towards  transiting  con¬ 
voys:  they  were  vectored  by  commands  from  shore, 
based  on  surveillance  information.  The  Soviet  variant 
of  this  practice  was  to  intercept  carrier  battle  groups 
through  the  use  of  nuclear-powered  submarines 
equipped  with  large  magazines  of  cruise  missiles.  The 
PLAN  has  adopted  this  approach  but  focused  on  more 
modern,  high-performance,  conventionally  propelled 
submarines  which  are  difficult  to  defeat.  However, 
because  conventionally-powered  submarines  do  not 
have  sustained  endurance,  they  depend  more  on  accu¬ 
rate  surveillance  to  help  them  locate  targetable  ships. 
This  overall  operational  template  is  a  classic  response 
of  a  continental  strategic  culture  more  interested  in 
defending  itself  from  sea-based  attacks  than  using  the 
ocean  as  a  highway  to  attack  another  nation.78 

The  PLAN  seems  to  view  its  submarine  force  as  the 
most  important  element  in  its  layered  defense  given 
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the  difficulty  involved  in  locating  the  very  quiet  mod¬ 
ern  submarines.  Between  1995  and  2005,  the  PLAN 
commissioned  31  new  submarines,  though  only  two 
were  nuclear-powered.  However,  this  is  still  an  im¬ 
posing  force  likely  to  improve  as  it  adds  more  nuclear- 
powered  subs.  Operationally,  submarines  may  have 
to  be  stationed  up  to  750  nautical  miles  from  the  PRC 
coast  for  effective  sea  denial,  enabling  them  to  locate 
and  attack  enemy  carrier  forces  before  the  carrier  be¬ 
comes  involved  in  numbers  in  an  air  battle  over  the 
Taiwan  Strait.  If  the  PLAN  intends  to  delay  the  U.S. 
Navy  or  deter  it  from  advancing  towards  Taiwan,  the 
PLAN  would  need  to  mass  submarines  in  large  num¬ 
bers  once  carrier  forces  have  been  located  so  as  to  raise 
the  risk  for  U.S.  surface  ships  to  the  point  where  com¬ 
manders  may  decide  to  remain  outside  of  the  denial 
area  until  it  is  clear  of  PLAN  submarines.  This  deter¬ 
rent  could  require  as  many  as  six  or  more  submarines 
per  approaching  carrier  strike  group.  Assuming  that 
three  to  four  U.S.  carriers  were  mobilized  to  respond 
to  an  attack  against  Taiwan,  the  PLAN  would  need  at 
least  18  to  24  submarines  on  station.  The  ability  to  sus¬ 
tain  that  posture  would  depend  on  how  long  it  would 
take  to  transit  between  homeport  and  the  patrol  sta¬ 
tion.  In  such  a  scenario,  a  total  of  roughly  60  modern 
submarines  would  be  needed.79  At  present,  the  PLAN 
lacks  the  resources  to  mobilize  that  many  submarines 
at  once  and  dispatch  them  to  a  single  conflict  theater 
without  causing  other  aspects  of  its  maritime  security 
to  suffer. 

The  PRC  may  seek  to  take  advantage  of  the  open 
ocean  so  as  to  enhance  the  survivability  of  its  nuclear 
deterrent  against  the  United  States  and  possibly  cir¬ 
cumvent  U.S.  missile  defense  by  launching  intercon¬ 
tinental  ballistic  missiles  (ICBMs)  from  submarines 
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along  azimuths  outside  of  the  engagement  zones  of 
antiballistic  missile  (ABM)  systems.  If  the  PL  A  took 
this  course  of  action  with  ballistic  missile  submarines 
(SSBNs),  it  would  need  to  make  certain  that  its  SSBN 
force  was  so  quiet  it  could  not  be  tracked  or  discov¬ 
ered  by  U.S.  attack  submarines.  Russian  advisors  to 
the  PLAN  have  possibly  discussed  Cold  War  vulner¬ 
ability  issues  related  to  the  USSR's  own  SSBN  force. 
These  issues  were  so  serious  for  Moscow  that  it  had 
to  cluster  its  SSBNs  in  heavily  protected  maritime 
enclaves  (bastions)  to  ensure  that  its  boats  survived 
in  case  of  a  war  with  the  United  States.  Unless  PLAN 
SSBNs  can  operate  undetected  by  U.S.  forces,  they 
would  be  vulnerable  on  the  high  seas  and  would  be¬ 
come  a  resource  black  hole  if  the  PLA  had  to  create  a 
Soviet-like  "bastion"  defense  to  protect  them.  A  more 
likely  scenario  is  the  PLAN'S  arming  its  nuclear  attack 
submarines  with  nuclear-tipped  cruise  missiles  and 
making  these  multimission  submarines  employable 
in  a  wide  range  of  operational  tasks,  thus  providing 
a  hedge  in  support  of  China's  avowed  "nuclear  coun¬ 
terattack"  doctrine.80 

The  PLAN  is  likely  to  conduct  distant  peacetime 
presence  operations  and  will  use  ships  with  modest 
expeditionary  capabilities.  The  current  trend  in  Asia 
as  well  as  Europe  is  to  buy  or  manufacture  12,000  to 
17,000  ton  multipurpose  amphibious  (or  "expedition¬ 
ary")  ships  capable  of  carrying  a  few  hundred  soldiers 
or  marines,  several  helicopters,  and  good  medical  fa¬ 
cilities,  as  well  as  the  wherewithal  to  establish  effec¬ 
tive  command,  control,  and  communication  centers. 
These  types  of  ships  are  useful  in  missions  such  as 
humanitarian  relief,  disaster  relief,  and  population 
evacuations,  as  well  as  purely  military  operational 
undertakings.  Further,  the  PLAN  plans  to  learn  how 
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to  deploy  and  sustain  surface  combatants,  amphibi¬ 
ous  ships,  and  support  ships  on  distant  stations  for 
long  periods  of  time.81  Any  Chinese  involvement  in 
humanitarian  operations,  such  as  peacekeeping,  is 
likely  to  occur  only  in  areas  where  China  has  a  major 
strategic  interest.  This  approach  differs  from  that  of 
the  other  developing  nations  which  regularly  contrib¬ 
ute  troops  to  U.N.  peacekeeping  missions  in  areas  of 
global  concern. 

Burma  is  currently  the  object  of  a  veritable  eco¬ 
nomic  invasion  by  China  which  has  strong  political 
and  military  components.  Barring  the  overthrow  of  the 
well-established  Burmese  military  dictatorship,  this 
trend  is  likely  to  continue  in  spite  of  Indian  attempts 
to  establish  a  contravening  influence  in  the  country.  In 
the  future,  Burma  may  host  PLAN  support  facilities,  if 
not  outright  bases,  on  Burma's  coast  and  islands.  Such 
facilities,  if  similar  to  the  Chinese-modernized  port  of 
Gwadar  in  Pakistan,  could  provide  the  PLAN  with  the 
logistic  infrastructure  needed  to  conduct  extended  op¬ 
erations  in  the  Indian  Ocean  and  North  Arabian  Sea. 
However,  it  should  be  noted  that  the  Indian  Navy  is 
a  formidable  force  and  will  continue  to  modernize 
and  expand.  Pakistan  and  Burma  on  India's  periphery 
are  after  all  two  of  the  world's  most  unstable  nations. 
Further,  despite  its  increasing  energy  needs  (which 
includes  a  heavy  dependence  on  foreign  sources), 
China  presently  relies  on  seaborne  imports  for  only 
10  percent  of  its  total  energy  needs.  As  noted  earlier, 
this  percentage  is  likely  to  decline  rather  than  increase 
over  the  next  decade  or  so  as  Beijing  moves  to  invest 
more  heavily  in  oil  pipelines  and  alternative,  nonfos¬ 
sil  energy  sources.82  In  another  arena,  analysts  tend 
to  overlook  the  capabilities  of  Japan  and  the  growing 
public  demand  for  Tokyo  to  assume  a  role  in  inter- 
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national  security  that  is  commensurate  with  its  eco¬ 
nomic  status.  As  Japan  reasserts  its  national  identity, 
anti-Chinese  sentiments  are  beginning  to  run  high, 
and  Tokyo  will  not  sit  quietly  while  China  comes  to 
dominate  East  Asia's  waterways.  It  is  often  forgot¬ 
ten  that  Japan's  naval  capabilities  far  exceed  China's, 
the  country  has  an  advanced  missile  defense  system, 
and  is  a  "screwdriver"  nuclear  power  — meaning  Ja¬ 
pan  could  develop  a  nuclear  weapon  and  a  delivery 
system  very  quickly  given  its  advanced  technological 
and  industrial  base  and  its  large  stores  of  enriched 
nuclear  fuel. 

Recent  PLAN  Developments. 

During  times  of  peace,  the  PLAN  operates  un¬ 
der  a  leadership  system  which  combines  operational 
command  with  navy  building  and  administration, 
and  which  consists  of  naval  headquarters,  fleets,  test 
bases,  educational  institutions,  and  an  armaments 
division.  There  are  three  fleets  under  the  PLAN, 
namely  the  Beihai  (North  Sea)  Lleet  (based  in  Qing¬ 
dao  in  Shandong  Province),  Donghai  (East  Sea)  Lleet 
(Ningbo  of  Zhejiang  Province),  and  Nanhai  (South 
Sea)  Lleet  (Zhanjiang  in  Guangdong  Province).  Each 
fleet  has  command  fleet  aviation,  support  bases,  flotil¬ 
las,  maritime  garrison  commands,  aviation  divisions, 
and  maritime  brigades.  The  PLAN  presently  has  eight 
educational  institutions:  Naval  Command  College, 
Naval  Engineering  University,  Naval  Aeronautical 
Engineering  College,  Dalian  Naval  Academy,  Naval 
Submarine  College,  Naval  Arms  Command  College, 
Naval  Llying  College,  and  the  Bengbu  Naval  School 
for  Non-Commissioned  Officers.83  One  of  the  reasons 
that  the  PLAN  has  been  able  to  secure  so  many  opera- 
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tional  and  training  resources  is  that  it  has  provided  a 
compelling  strategic  rationale  for  navy  building  which 
fits  comfortably  within  a  decisionmaking  framework 
dominated  by  a  continental  and  ground-force  orient¬ 
ed  strategic  culture.84 

China  built  its  first  nuclear-powered  attack  SSN  in 
1980  with  the  Han- class  boats.  These  were  largely  built 
along  the  lines  of  the  1950s  vintage  Soviet-designed 
November-class  SSN.  They  tend  to  be  "noisy"  and 
have  experienced  significant  maintenance  problems; 
it  is  believed  that  as  few  as  three  Han- class  remain 
operational.  China  is  presently  building  and  deploy¬ 
ing  a  new  class  of  SSN,  the  Type-093  or  Shang- class. 
Two  are  already  operational  while  at  least  one  more 
is  under  construction.  They  bear  a  strong  resemblance 
to  the  1980s  era,  Soviet-designed  Victor  Ill-class  SSN, 
though  they  are  more  modernized.  This  similarity 
almost  certainly  is  the  result  of  Russian  assistance  in 
China's  construction  of  these  new  generation  SSNs.85 

The  PLAN'S  force  is  equipped  with  nuclear-pow¬ 
ered,  strategic  missile  submarines  as  well  as  conven¬ 
tional  submarines,  which  are  organized  into  submarine 
bases  or  submarine  flotillas.  The  PLAN'S  surface-ship 
force  primarily  consists  of  destroyers,  frigates,  missile 
boats,  mine  sweepers,  landing  ships,  and  service  ships. 
It  is  organized  into  flotillas  of  destroyers,  speedboats, 
landing  ships,  and  combat  support  ships,  as  well  as 
maritime  garrison  commands.  The  PLAN'S  aviation 
wing  consists  of  fighters,  fighter-bombers,  bombers, 
reconnaissance  aircraft,  patrol  aircraft,  and  helicop¬ 
ters,  all  organized  into  aviation  divisions.  The  marine 
corps  is  broken  down  into  marine  brigades  which  con¬ 
sist  of  marines,  amphibious  armored  troops,  artillery 
troops,  engineers,  and  amphibious  reconnaissance 
troops,  while  the  coastal  defense  force  is  organized 
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into  coastal  missile  regiments  and  anti-aircraft  artil¬ 
lery  regiments,  and  mainly  consists  of  shore-to-ship 
missiles,  anti-aircraft  artillery,  and  coastal  artillery 
troops.86 

The  PLAN  has  developed  the  ability  to  use  ballistic 
missiles  to  attack  moving  surface  warships.  Tradition¬ 
ally,  ballistic  missiles  were  considered  a  poor  weapon 
to  use  against  ships  at  sea,  since  ships  are  fast  and 
mobile,  while  once  a  missile  is  fired  the  endpoint  of  a 
ballistic  trajectory  could  not  be  altered  to  account  for 
target  movement.  However,  the  PLA  is  trying  to  place 
seekers  in  high-explosive  missile  warheads  which 
will  activate  as  the  warhead  descends  into  the  target's 
area  and  then  steer  the  warhead  straight  to  the  mov¬ 
ing  ship.  This  difficult  technological  task  depends  on 
accurate  surveillance  and  missile  warhead  maneuver¬ 
ing  technology  which  has  the  ability  to  slow  down 
the  warhead  when  it  re-enters  the  atmosphere  so  its 
seekers  are  not  incinerated  by  the  heat  of  re-entry.87 
The  PLAN  has  never  been  able  to  deploy  a  nuclear- 
powered  submarine  armed  with  ICBMs  carrying 
nuclear  warheads.  The  Xui-class  fleet  ballistic  missile 
submarine  was  built  in  1987,  but  never  regularly  pa¬ 
trolled,  possibly  due  to  engineering  problems.88  Given 
these  technological  shortcomings,  the  PLAN  is  likely 
to  place  the  greatest  emphasis  on  its  undersea  assets, 
namely,  its  submarines.  These  can  serve  as  vital  "un¬ 
knowns"  in  regional  and  local  conflict  scenarios  and 
play  a  critical  role  in  deterrence,  especially  against 
the  United  States.  If  employed  correctly  and  used  in 
an  asymmetric,  tactically-effective  manner,  mid-tech 
submarines  and  sea  mines  could  either  deter  stronger 
forces,  such  as  those  of  the  United  States  and/ or  Japan, 
or  inflict  a  degree  of  pain  exceeding  the  pain  thresholds 
of  their  respective  constituencies.  It  is  incorrect  to  as- 
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sume  that  PLA  strategists  and  senior  CCP  leaders  are 
prioritizing  the  development  of  high-tech  capabilities 
over  mid-  and  low-tech.  Although  any  navy  would  be 
keen  to  develop  these  types  of  advanced  capabilities, 
given  financial  and  resource  limitations,  the  PLAN 
must  prioritize  programs  which  will  prove  most  use¬ 
ful  based  on  the  most  likely  combat  scenarios.  In  the 
present  case,  the  most  likely  scenario  is  local  war  over 
Taiwan  or  over  sea-based  resources  of  which  Beijing 
claims  ownership  and  will  seek  to  secure  through  an¬ 
ti-access  strategies  and  other  asymmetric  tactics. 

Two  ship  classes  have  bridged  the  gap  between 
the  20th  and  21st  centuries  for  the  PLAN.  China  con¬ 
tinues  to  modify  the  Jiangwei- class  frigates,  of  which 
three  subclasses  now  exist.  The  second  class  Jiangwei 
II,  which  featured  a  Chinese-built  copy  of  the  original 
Jiangwei' s  French-built  AAW  missile  system,  was  un¬ 
successful.  However,  the  Jiangwei  III,  of  which  at  least 
one  is  in  commission,  seems  to  differ  from  its  earlier 
models  mainly  in  its  improved  command  and  control 
capabilities.  The  other  cross-century  combatant  is  the 
Sovermenny- class  destroyer,  four  of  which  China  pur¬ 
chased  from  Russia.  The  8,000-ton  displacement  ship 
was  designed  by  the  USSR  specifically  to  target  U.S. 
aircraft  carriers  with  its  long-range,  heavy-warhead 
Sunburn  anti-ship  cruise  missile.  However,  these 
ships  have  only  marginal  antisubmarine  warfare 
(ASW)  and  antiair  warfare  (AAW)  capabilities,  and 
the  Sovermenny' s  steam  plants  have  a  problematic  his¬ 
tory.  This  being  the  case,  the  PLAN  will  be  forced  to 
use  these  ships  conservatively  to  avoid  exposing  their 
vulnerabilities  to  air  attacks.89 

China  has  already  launched  three  new  classes  of 
destroyers  and  a  new  class  of  frigate,  and  they  all 
maintain  the  PLAN'S  emphasis  on  developing  very 
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capable  antiship  cruise  missile  batteries  and  are 
armed  with  the  most  advanced  AAW  system  yet  put 
to  sea  by  China,  though  they  are  still  equipped  with 
problematic  ASW  systems.  Further,  the  Luyang  I,  Luy- 
ang  II,  and  Luzhou- class  destroyers  are  all  gas  turbine- 
powered  ships  designed  with  some  stealth  character¬ 
istics  and  intended  to  provide  the  PLAN  with  AAW 
defense-capable  ships  for  the  first  time.  The  Luyang  II 
is  the  most  interesting  in  that  it  is  equipped  with  an 
antenna  array  characteristic  of  the  U.S.-designed  Aegis 
AAW  system.  In  addition,  the  PLAN'S  frigate  force  is 
now  driven  by  the  diesel-powered  Jiangkai- class,  three 
of  which  have  been  commissioned.  The  ship  appears 
to  be  a  larger  version  (with  a  3,500-ton  displacement) 
of  the  Jiangwei-class,  with  the  primary  difference  be¬ 
ing  a  hull  and  superstructure  design  exhibiting  stealth 
characteristics.  Actually,  with  its  sleek  rounded  sur¬ 
faces  and  reported  radar-absorbent  coatings,  the  Ji¬ 
angkai  resembles  the  French-designed  Lafayette-class 
frigates  that  are  operated  by  Taiwan's  Navy.90 

In  2005,  China  built  and  commissioned  two  new 
Fuchi- class  replenishment-at-sea  (RAS)  ships,  each 
displacing  28,000  tons  and  capable  of  supplying  the 
fleet  with  fuel,  ordnance,  food,  and  other  supplies.  If 
Beijing  uses  these  new  RAS  ships  as  replacements  for 
smaller  units,  it  will  likely  indicate  a  continued  lack 
of  blue-water  ambition.  However,  as  each  of  China's 
three  naval  fleets  — North  Sea,  East  Sea,  and  South 
Sea  — grows  to  include  two  or  more  large  RAS  ships, 
the  PLAN  will  be  capable  of  more  long-range  deploy¬ 
ments.  This  will  also  signal  that  Beijing  has  more 
ambitious  intentions  for  its  navy.  In  addition,  in  late 
2006,  a  much  larger  amphibious  ship,  displacing  be¬ 
tween  18,000  and  25,000  tons,  was  launched  that  looks 
nearly  identical  to  the  U.S.  San  Antonio-class  Landing 


42 


Platform  Dock  (LPD),  offering  the  PLAN  a  platform 
capable  of  deploying  at  least  four  helicopters  and 
four  air-cushion  landing  craft  and  embarking  at  least 
400  troops.  This  will  be  the  first  Chinese  naval  ves¬ 
sel  capable  of  force  projection  as  defined  by  Western 
navies.91  However,  China  is  unlikely  to  use  the  capa¬ 
bilities  in  a  manner  similar  to  that  of  Western  navies, 
since  China's  most  pressing  security  concerns  remain 
closer  to  home  and  the  country  lacks  global  security 
commitments  or  overseas  interests  which  would  jus¬ 
tify  such  a  robust  international  naval  presence.  Such  a 
presence  overseas  could  even  threaten  the  "neutral" 
status  which  has  served  Beijing  so  well  in  internation¬ 
al  affairs  in  the  past.  Despite  much  fanfare  regarding 
China's  entrance  onto  the  world  stage  (which  many 
believe  marks  the  beginning  of  a  New  World  Order), 
these  capabilities  are  specifically  aimed  at  Taiwan  and 
recovering  what  Beijing  feels  is  lost  territory,  and  fi¬ 
nally  at  bringing  an  end  to  the  Century  of  Humilia¬ 
tion.  In  this  quest,  Beijing's  primary  audience  consists 
of  its  own  domestic  civilian  populace,  among  which 
nationalism  is  rising. 

In  November  2006,  a  PLAN  Song-class  submarine 
reportedly  shadowed  a  U.  S.  carrier  battle  group  and 
surfaced  within  five  nautical  miles  of  the  carrier  USS 
Kitty  Hawk,  demonstrating  how  difficult  it  can  be  to 
detect  ultra-quiet  diesel  submarines.  What  the  PLAN 
lacks  in  terms  of  carrier  strike  groups  and  main  sur¬ 
face  combatants  is  made  up  for  by  the  considerable 
underwater  capabilities  which  are  further  enhanced 
when  employed  in  littoral  water  around  Taiwan.92 
This  fact  definitively  shows  that  China  will  continue  to 
pursue  high-end  technologies,  but  will  also  maintain 
an  emphasis  on  lower-  and  middle-range  assets  which 
contribute  the  most  to  ambiguity  and  deterrence.  This 
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also  shows  that  PLA  strategists  objectively  analyze 
their  own  capabilities  as  well  as  the  capabilities  of  po¬ 
tential  adversaries,  enabling  them  to  make  sound  stra¬ 
tegic  decisions  regarding  which  capabilities  to  pursue 
with  the  most  vigor.  Based  on  these  developments,  it 
appears  that  these  strategists  have  deemed  it  pointless 
and  unnecessary  to  engage  in  a  rapid  modernization/ 
arms  race  with  U.S.  forces  in  Asia,  a  fact  which  distin¬ 
guishes  them  from  their  former  Soviet  counterparts. 

The  PLAN  is  also  learning  to  be  an  instrument  of 
statecraft.  Having  missile  destroyers  to  patrol  in  the 
Chunxiao  oil  and  gas  field  in  the  East  China  Sea  in 
2005  sent  the  message  that  China  believed  the  area 
was  within  China's  Exclusive  Economic  Zone  (EEZ), 
emphasizing  the  seriousness  of  China's  position.  Fur¬ 
ther,  having  submarines  patrol  as  far  out  as  Guam, 
and  later  surface  within  five  nautical  miles  of  the  USS 
Kitty  Hawk,  was  clearly  meant  to  serve  notice  to  U.S. 
forces  which  were  en  route  to  intervene  in  a  Taiwan 
contingency.93  These  events  demonstrated  more  ag¬ 
gressive  strategic  thinking  and  operational  planning 
in  addition  to  a  more  advanced  understanding  of  sys¬ 
tems  dynamics  than  previously  shown.  The  PLAN  has 
the  world's  most  formidable  force  of  conventionally- 
powered  submarines  (SS).  The  oldest  component  of 
this  force  consists  of  nearly  60  Romeo-class  ships  which 
are  copies  of  an  early-1950s  Soviet  design.  The  PLAN 
does  not  likely  operate  any  more  than  a  dozen  of  these 
submarines  due  to  high  maintenance  costs  and  a  lack 
of  crew  personnel.  The  17  Ming-class  ships  began  op¬ 
erational  service  in  1975.  They  are  an  updated  version 
of  the  Romeo.  Though  more  useful  and  cost  effective 
than  the  Romeo,  the  Ming  is  only  slightly  more  capable. 
China  is  already  well  into  a  large-scale  construction 
program  for  its  next-generation,  conventionally-pow- 
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ered  attack  boat,  the  Song-class,  at  least  12  of  which 
have  been  commissioned  or  are  in  production.  The 
first  of  these  exposed  serious  shortcomings  in  China's 
ability  to  design  and  construct  advanced  submarines. 
These  problems  have  apparently  been  overcome, 
however,  and  the  Song  appears  to  be  the  PLAN'S  in¬ 
digenously  produced,  conventionally-powered  sub¬ 
marine  of  choice  for  at  least  the  first  3  decades  of  the 
21st  century.  Nonetheless,  China  is  still  unable  to  in¬ 
corporate  air-independent  propulsion  (AIP)  in  any  of 
its  conventionally-powered  boats.  However,  it  should 
be  noted  that  this  technology  is  not  fully  developed  or 
proven  effective  yet,  and  Beijing  may  simply  be  wait¬ 
ing  for  further  Russian  or  other  foreign  advancements 
in  AIP  engineering  before  purchasing  the  equipment.94 

It  is  clear  that  China's  tactical  undersea  fleet  will  be 
the  cornerstone  upon  which  current  and  future  naval 
ambitions  will  be  built.  Like  the  historic  Great  Wall, 
China's  undersea  wall  of  tactical  submarines  serves  to 
protect  the  territorial  unity  and  integrity  of  China  — 
a  China  which  in  its  view  includes  Taiwan  as  an  un¬ 
alienable  part  of  its  territory.  Fundamental  to  this  task 
will  be  the  care  of  the  PLAN'S  tactical  submarine  fleet, 
consisting  of  its  recently  acquired  Song,  Yuan,  and 
Kilo  classes.  The  Russian-built  Kilos  are  armed  with 
supersonic  SS-N-27B  sizzler  anti-ship  cruise  missiles 
and  wire-guided  and  wake-homing  torpedoes.  They 
can  remain  undetected  as  they  seek  to  interdict  enemy 
carrier  battle  groups.95  These  capabilities  are  clearly 
meant  to  make  any  opposing  commander  think  twice 
before  dispatching  forces  into  the  Taiwan  Strait,  es¬ 
pecially  the  slow-moving,  unwieldy  aircraft  carriers 
which  are  vulnerable  to  mines,  torpedoes,  and  other 
related  weapons.  The  fundamental  goal  of  these  ac¬ 
quisitions  is,  somewhat  ironically,  to  obviate  their  use 
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in  a  combat  scenario  by  convincing  enemy  military 
commanders  and  political  leaders  that  the  cost  of  in¬ 
tervention  is  too  high. 

It  should  be  noted  that  the  number  of  submarines 
in  Asia  is  increasing,  and  the  risk  of  major  accidents 
is  increasing  proportionately.  The  number  of  subma¬ 
rines  has  increased  by  about  50  percent  over  the  last 
few  years,  with  China,  India,  Japan,  and  South  Korea 
all  having  large  fleets.  In  Southeast  Asia,  Indonesia 
has  long  had  submarines,  Singapore  commissioned 
the  RSS  Conqueror  in  July  2000,  and  Malaysia  quickly 
followed  suit.  The  undersea  environment  of  the  re¬ 
gion  will  be  rather  crowded  in  the  future.  This  should 
not  be  surprising;  submarines  form  a  potent  weapons 
system  — they  can  fire  torpedoes,  launch  missiles,  lay 
mines,  land  covert  parties,  and  conduct  secretive  sur¬ 
veillance  and  intelligence  operations.  Conventional 
diesel-powered  submarines  are  well  suited  for  special 
operations  and  intelligence  work,  particularly  near 
shore  and  in  relatively  shallow  waters,  and  can  co¬ 
vertly  monitor  communications  and  other  electronic 
emissions  that  might  not  be  detectable  from  space.96 
It  is  easy  to  understand  why  the  acquisition  of  these 
valuable  machines  in  number  is  so  tempting. 

Over  the  last  20  years,  China's  shipbuilding  indus¬ 
try  has  become  the  third-largest  builder  of  commercial 
ships  in  the  world.  Nonetheless,  shortcomings  remain, 
and  Chinese  shipbuilders  have  experienced  many 
problems  in  producing  quality  subsystems  for  mer¬ 
chant  and  naval  vessels.  They  have  had  to  rely  heav¬ 
ily  on  foreign  imports  for  power  plants,  navigation 
and  sensor  suites,  and  key  weapons  systems  for  the 
newest  naval  platforms.  For  instance,  Chinese  mari¬ 
time  engine  factories  have  had  difficulties  producing 
gas  turbine  engines  which  are  powerful  enough  for 
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large  destroyers.  As  a  result,  the  last  two  classes  of 
Chinese  destroyers  have  relied  on  imported  gas  tur¬ 
bine  engines.  Such  a  high  degree  of  reliance  on  foreign 
subsystems  creates  serious  challenges  for  systems  in¬ 
tegration  and  complicates  serial  production  of  some 
platforms  because  of  the  potential  uncertainty  about 
the  availability  of  certain  subsystems.97  Furthermore, 
though  there  is  little  doubt  that  China  is  capable  of 
building  its  own  aircraft  carrier,  the  question  arises 
over  its  operational  effect.  No  other  program  has 
come  close  to  challenging  U.S.  dominance  at  sea.  A 
U.S.  carrier  projects  significant  power  due  to  its  ability 
to  sustain  operations  over  long  periods,  resulting  in 
multiple  and  continuous  strikes  on  targets.  This  abili¬ 
ty  is  not  only  the  result  of  technological  capability,  but 
also  of  the  training  and  practice  of  the  ship's  crew  and 
pilots.  A  single  Chinese  carrier  operating  a  handful  of 
fighters  may  be  able  to  intimidate  smaller  navies,  but 
any  reasonably  competent  regional  air  force  would 
likely  outclass  Chinese  naval  aviation.98 

The  greatest  weakness  of  China's  naval  platforms 
has  been  their  weapon  systems.  Chinese  vessels  have 
long  lacked  long-range  air  defense  systems,  mod¬ 
ern  antisubmarine  warfare  weapons,  and  advanced 
electronic  warfare  capabilities.  For  example,  Chinese 
suppliers  have  experienced  reported  delays  in  the 
indigenous  production  of  medium-  and  long-range 
SAM  systems  for  area  defense,  with  these  delays  hold¬ 
ing  back  the  completion  of  current  naval  projects.  In 
short,  Chinese  shipbuilders  have  been  able  to  produce 
better-designed  and  better-fabricated  warships  in  less 
time  than  before,  but  these  new  platforms  lack  the  ad¬ 
vanced  weapons,  electronics,  and  propulsion  systems 
needed  to  properly  outfit  these  vessels.  Technology 
(and  its  integration)  will  ultimately  determine  the 


47 


PLAN'S  military  effectiveness."  Exploiting  technol¬ 
ogy  to  the  fullest  will  necessitate  a  multiyear  effort 
involving  starts  and  stops  and  the  frustrating  drudg¬ 
ery  associated  with  research  and  development.  In  the 
meantime,  given  the  regional  challenges  that  China 
faces,  it  will  have  to  rely  on  the  technology  it  knows 
best:  submarines. 

Though  progress  is  being  made,  PLAN  aviation  is 
the  weakest  branch.  All  fixed-wing  aircraft  are  shore- 
based,  including  approximately  48  of  the  Su-30  fight¬ 
er-attack  aircraft  that  PRC  has  bought  from  Russia. 
The  Su-30  is  the  PLAN'S  sole  modern  tactical  aircraft, 
although  the  roughly  18  JH-7s  and  120  J8-IIs  are  the 
results  of  indigenous  attempts  to  produce  a  contem¬ 
porary  fighter.  The  PLAN'S  naval  aviation  force  de¬ 
ploys  Soviet-designed  B-6  bombers  capable  of  firing 
antiship  cruise  missiles  (ASCM),  its  main  tactical  role, 
but  the  PLAN'S  patrol  and  ASW  aviation  force  is  rela¬ 
tively  weak,  with  only  about  24  H-5  and  H-6  aircraft 
operating.  It  is  the  PLAAF  that  continues  to  provide 
China's  primary  air-to-air  refueling  and  electronic 
warfare  aircraft  for  maritime  missions.  The  main 
strength  of  the  PLAN  is  the  helicopter  fleet,  consist¬ 
ing  of  about  60  aircraft  (of  either  French  or  Russian 
design)  which  are  deployed  mostly  onboard  ships. 
China's  new  frigates  and  destroyers  are  capable  of 
operating  a  futuristic  piloted  high-altitude/ long-op¬ 
eration  (halo)  aircraft,  which  can  serve  as  a  broadband 
communications  node,  although  only  the  four  or  so 
newest  ships  appear  capable  of  employing  the  neces¬ 
sary  digital  linkage  —  a  computer  connection  allowing 
for  automated  flight  control.100 
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PLAN  Enters  Somalia  — The  Beginning  of  a  New 
Chapter? 

In  2008,  China  alone  sent  1,265  commercial  ships 
through  the  piracy-prone  Gulf  of  Aden,  about  three 
or  four  ships  per  day.  Of  the  total  Chinese  ships  pass¬ 
ing  through  that  year,  an  astonishing  20  percent  were 
attacked,  and  two  ships  were  hijacked.101  The  purpose 
of  China's  deployment  to  the  Gulf  of  Aden  is  offi¬ 
cially  to  secure  shipping  lanes  straddling  the  Indian 
Ocean  and  the  Mediterranean  as  part  of  an  interna¬ 
tional  effort  to  sustain  vital  commerce  in  a  critical  cor¬ 
ridor  of  global  trade.  However,  some  analysts  have 
been  drawing  broader  inferences,  viewing  the  Gulf  of 
Aden  deployment  in  light  of  China's  relative  inactiv¬ 
ity  in  the  regional  effort  to  combat  piracy  across  the 
Pacific,  in  the  Malacca  Strait,  the  Mekong  Delta,  and 
elsewhere.  They  take  note  of  largely  unhighlighted 
links  to  the  withdrawal  of  Ethiopian  troops  from  So¬ 
malia  (the  first  public  statement  of  the  naval  deploy¬ 
ment  came  during  execution  of  a  Chinese  donation  of 
a  reported  $400  million  to  Uganda  for  peacekeeping 
operations  in  Somalia),  the  security  of  the  Sudanese 
oil  crescent,  the  latest  Eritrean  terror  connection,  and, 
most  importantly,  America's  recent  assessment  that 
the  Horn  of  Africa  is  a  critical  geostrategic  venue  in 
the  post-September  11,  2001,  world.  China  also  views 
the  Middle  East  as  extremely  unstable  and  seems  to 
prefer  to  undertake  its  penetration  by  circumnaviga¬ 
tion.  Africa  offers  particularly  favorable  conditions  for 
China  to  implement  this  strategy.102 

Though  China  claims  that  its  naval  mission  off  the 
coast  of  Somalia  is  Beijing's  contribution  to  the  global 
effort  against  piracy,  the  PLA's  senior  leadership  is 
also  using  the  mission  to  test  the  long-distance  capa- 
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bility  of  China's  nascent  blue-water  navy.  The  excur¬ 
sion  helps  China's  best  naval  vessels  adapt  themselves 
to  the  climate,  magnetic  fields,  and  geopolitics  of  far¬ 
away  waters  and  could  also  be  a  trial  run  for  China's 
future  aircraft  carrier  battle  groups  in  terms  of  logis¬ 
tics,  information  gathering,  information  technology 
(IT)  and  warfare  (IW),  and  related  military  interests. 
PLA  experts  have  been  reporting  that  naval  ship¬ 
builders  are  now  constructing  at  least  two  salvage  and 
repair  ships  (called  flattops)  for  possible  deployment 
after  2015. 103  In  addition,  the  South  Sea  Fleet  manned 
the  expedition  in  the  Gulf  of  Aden.  This  has  raised 
some  eyebrows,  since  this  component  of  the  PLAN 
is  the  most  specialized  in  dealing  with  geostrategic 
deadlock  and  combat  by  virtue  of  its  past  and  pres¬ 
ent  orientations  toward  Vietnam,  Cambodia,  Taiwan, 
and,  to  a  lesser  extent,  Malaysia  and  the  Philippines. 
All  of  which  bring  China's  maritime  policy  close  to 
America's  South  China  Sea  position.104  This  could  be 
interpreted  as  a  form  of  discreet  strategic  signaling 
to  other  claimants  to  the  Spratly  Islands  in  the  South 
China  Sea  through  a  demonstration  of  the  long-dis¬ 
tance  and  sustainable  capabilities  of  this  PLAN  fleet. 
It  is  likely  that  China  means  to  send  the  message  that 
any  foreign  attempt  to  take  any  of  the  islands  by  force 
would  be  futile.  Thus,  on  this  reading,  diplomacy  on 
Beijing's  terms  is  the  only  way  forward. 

The  Somali  piracy  crisis  creates  the  ideal  platform 
for  China's  debut  on  the  high  seas,  arguably  giving 
Beijing  every  justification  for  easing  back  from  its 
doctrine  of  nonintervention  since  Chinese  lives  and 
interests  are  at  risk.  The  UN  has  sanctioned  action  in 
Somali  waters,  and  even  the  Somali  government  has 
invited  China  to  aid  in  resolving  the  piracy  problem.105 
Further,  China's  dispatch  of  naval  ships  to  Somali 
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waters  brings  to  partial  fruition  the  expansion  of  the 
PLAN  from  an  offshore  defensive  force  to  a  blue-wa¬ 
ter  multipurpose  navy.106  However,  even  with  blue- 
water  capabilities,  the  PLAN  will  remain  a  regional 
force,  since  there  is  little  it  can  do  to  defend  China's 
energy  security  in  other  arenas. 

Following  the  PLAN'S  deployment  to  the  Gulf  of 
Aden,  various  signs  in  the  decisionmaking  process 
and  China's  policy  on  maritime  cooperation  in  East 
Asia  indicate  that  the  African  mission  is  likely  to  spur 
new  Chinese  activism  in  maritime  nontraditional  se¬ 
curity  issues  closer  to  home.107  Nonetheless,  it  needs  to 
be  noted  that  China's  decision  to  deploy  naval  vessels 
off  the  coast  of  Somalia  has  been  closely  coordinated 
with  African  and  Western  partners  and  was  positive¬ 
ly  received  by  the  United  States,  the  North  Atlantic 
Treaty  Organization  (NATO),  and  the  EU.  China  also 
acted  with  considerable  caution  before  the  official  de¬ 
cision  was  executed,  reflecting  China's  concern  that 
such  naval  action  might  be  interpreted  by  other  pow¬ 
ers,  namely,  Middle  Eastern  states,  as  a  heavy-handed 
sign  of  Chinese  assertiveness.108 

Taiwan  — PLAN'S  Most  Likely  Conflict  Theater? 

On  its  north-south  axis,  Taiwan  is  flanked  by  the 
East  China  Sea  and  the  South  China  Sea,  with  its  west¬ 
ern  coast  only  some  70-120  miles  from  China's  coastal 
islands.  It  lies  athwart  the  confluence  of  Pacific  Ocean 
sea  routes  serving  China  and  is  thus  denominated  by 
such  impressive  appellations  as  the  "key  to  the  south¬ 
west  coastal  area  of  China"  and  "the  fence  to  the  seven 
provinces  in  the  center  of  China."109  The  sea  routes 
from  the  East  China  Sea  to  the  South  China  Sea,  from 
Northeast  Asia  to  Southeast  Asia,  as  well  as  the  route 
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from  the  West  Pacific  to  the  Middle  East,  Europe,  and 
Asia,  all  pass  through  this  area.  It  is  also  the  area  where 
China  can  breach  the  chain  of  islands  surrounding 
the  country  in  the  West  Pacific  and  gain  access  to  the 
vast  area  of  the  Pacific  itself — a  key  strategic  area  and 
sea  barrier  for  defense  and  offense.  If  Taiwan  should 
remain  severed  from  mainland  sovereignty,  Chinese 
strategists  believe  not  only  that  its  natural  maritime 
system  would  lose  its  depth,  but  also  that  a  large  area 
of  sea  territory  would  fall  into  the  hands  of  others.110 
This  assessment  clearly  suggests  that  in  PLA  strategic 
thought,  Taiwan  provides  an  indispensable  element  in 
the  seaward  defenses  of  mainland  China,  while  an  un¬ 
friendly  Taiwan  constrains  China's  access  to  the  open 
ocean  and  could  provide  a  base  for  attacks  against  the 
PRC.111 

PRC  Policy  and  Strategy  Towards  Taiwan. 

The  official  stance  of  PRC  is  that  Taiwan  has 
historically  been  and  still  is  a  part  of  PRC  territory, 
and  that  its  status  is  not  negotiable.  Although  PRC 
accepts  the  current  status  quo,  in  2005  PRC  passed  the 
Anti-Succession  Law  stating  that  PRC  will  use  force 
against  Taiwan  if: 

•  Taiwan  moves  towards  independence, 

•  Social  chaos  occurs  on  the  island, 

•  Foreign  countries  intervene  in  Taiwanese 
affairs, 

•  Taipei  refuses  negotiations  on  reunification  for 
a  long  period  of  time,  or 

•  Taiwan  develops  nuclear  weapons.112 
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Scholars  have  also  advanced  two  additional  con¬ 
ditions  under  which  the  PRC  would  likely  use  force 
against  Taiwan: 

•  If  Taiwan's  military  strength  becomes 
significantly  weaker  than  PRC,  or 

•  If  Taipei's  suspected  strategy  of  overturning 
CCP  rule  on  the  mainland  through  a  peaceful 
evolution  seems  to  be  working.113 

PRC  policy  has  evolved  significantly  over  time. 
Mao  Zedong  wanted  merely  to  take  the  island  by  force, 
while  Deng  Xiaoping  focused  on  a  peaceful  strategy 
which  emphasized  economic  and  cultural  exchanges. 
Deng's  successor,  Jiang  Zemin,  made  the  Taiwan  issue 
a  matter  of  Chinese  nationalism,  pride,  and  resistance 
to  the  West,  namely,  U.S.  influence.114  This  mixture 
of  economic  incentives  combined  with  the  threat  of 
military  force  has  caused  some  to  title  current  PRC 
policy  as  "military  coercion  with  more  flexibility  and 
incentives."115  Although  PRC  policy  has  softened  and 
become  more  adaptable,  the  essential  message  has 
remained  the  same:  Taiwan  is  part  of  China  and  will 
eventually  come  under  CCP  leadership.116  Further,  a 
goal  of  the  CCP  is  to  recover  territories  lost  to  the  West 
and  Japan  during  the  Century  of  Humiliation  and  to 
continue  to  gain  and  maintain  legitimacy  as  a  ruling 
party. 

Although  all  three  parties  involved  claim  that  the 
political  status  quo  is  being  maintained  in  the  Tai¬ 
wan  Strait,  it  actually  is  not.  Under  CCP  leadership, 
China's  economy  has  seen  impressive  growth,  im¬ 
proved  infrastructure,  and  more  recognition  in  the 
international  arena.  The  system  of  one-party  leader¬ 
ship  is  strengthening,  developing,  and  gaining  more 
credibility  within  China  even  though  inequality  and 
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income  disparities  are  on  the  rise.  The  situation  has 
not  remained  static  in  Taiwan  either.  Taiwan's  de¬ 
mocratization  and  economic  development  resulting 
from  a  market  economy  have  improved  its  global  im¬ 
age  and  won  it  sympathy  abroad.  In  addition,  with 
the  collapse  of  the  Soviet  Union,  the  PRC  is  not  nearly 
as  valuable  a  potential  ally  of  the  United  States,  and 
Taiwan  is  no  longer  a  "pawn  in  the  U.S.-PRC  power 
game."117  However,  as  a  result  of  the  Soviet  collapse, 
the  PRC  is  no  longer  preoccupied  with  the  Soviet 
threat  from  the  north  and  can  concentrate  its  deploy¬ 
ments  to  the  south.  Further,  in  the  post-Cold  War  era, 
there  has  been  a  resurgence  of  nationalism,  with  the 
now-independent  Baltic  States  gaining  membership 
in  the  UN.  As  a  result,  some  in  Taiwan  and  within 
the  Democratic  People's  Party  (DPP)  began  to  push 
for  their  own  independence.  As  these  two  vastly  dif¬ 
ferent  political  and  economic  systems  continue  to 
develop,  the  likelihood  of  a  peaceful  reunification,  or 
any  reunification  at  all,  is  becoming  less  and  less  likely 
despite  the  recent  positive  statements  made  by  both 
sides  since  Ma  Ying-jeo's  Kuomintang  (KMT)  came 
to  power  in  March  2008.  It  is  also  important  to  note 
that  Taiwan  has  not  been  under  undisputed  mainland 
leadership  since  1895;  it  enjoys  European-style  living 
standards,  and  has  the  highest  level  of  democratic 
freedom  of  any  country  with  a  Chinese  majority.118 
These  luxuries  will  not  be  relinquished  quietly.  As  the 
Taiwanese  have  witnessed  the  creeping  CCP  influ¬ 
ence  in  the  governmental  affairs  of  Hong  Kong,  many 
Taiwanese  likely  view  Beijing's  offer  of  "one  country- 
two  systems"  with  suspicion. 

Beijing  has  two  main  strategies  in  its  approach  to 
Taiwan.  One  is  the  "two-pronged  strategy,"  demon¬ 
strated  best  during  the  1995-96  Taiwan  Strait  Crisis. 
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It  involves  a  pattern  of  military  coercion  followed  by 
a  peace  offensive.  The  coercion  depends  on  the  threat 
of  use  of  force,  whereas  the  peace  offensive  focuses  on 
cross-strait  political  negotiations  as  well  as  economic 
and  cultural  exchanges  aimed  to  dissuade  Taiwan 
from  seeking  independence.  Because  of  the  high  po¬ 
litical  and  economic  costs  of  taking  Taiwan  by  force, 
combined  with  the  fact  that  the  taking  of  the  island 
would  not  be  a  guaranteed  success,  Beijing  has  main¬ 
ly  focused  on  the  peace  offensive  while  utilizing  the 
threat  of  force  very  seldom.119 

The  second  main  strategy  is  to  "wait-and-see."120 
Despite  PRC  threats,  in  2000  Chen  Shui-bian  was 
elected  as  President  of  Taiwan.  During  this  period, 
the  PRC  was  a  candidate  for  entrance  into  the  World 
Trade  Organization  (WTO)  and  a  consequential  entry 
to  the  overall  global  economic  system.  Accordingly, 
then-President  Jiang  Zemin  decided  that  the  PRC 
should  not  sacrifice  its  modernization  effort  on  the  al¬ 
tar  of  reunification  as  long  as  Taiwan  did  not  formally 
declare  independence.  After  Chen's  election,  Beijing 
stated  that,  although  it  would  never  allow  Taiwan¬ 
ese  independence,  it  would  cease  making  military 
threats,  "dialogue"  with  the  Chen  administration,  and 
it  would  keep  the  door  open  for  negotiations.  During 
these  events,  President  Jiang  introduced  a  PRC  guide¬ 
line  proposing  that  China  "carefully  observe,  patient¬ 
ly  wait,  avoid  hurrying  or  haste,  and  keep  up  heavy 
pressure."121  This  tack  was  similar  to  the  two-pronged 
strategy  in  its  attempt  to  combine  a  credible  threat 
of  force  with  a  peace  offensive,  all  without  actually 
starting  a  war  that  was  neither  wanted  nor  affordable 
for  the  PRC.  One  way  in  which  Beijing  maintained 
pressure  was  by  attempting  to  form  alliances  with 
the  anti-independence  movement  in  order  to  form  a 
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broad,  united,  anti-independence  front.  This  method 
has  continued  into  the  present  day,  and  several  high- 
profile  members  of  the  KMT  have  even  visited  Beijing 
to  sign  agreements  regarding  economic  cooperation.122 

Taiwan  Policy  and  Strategy  Towards  PRC. 

Although  the  KMT  currently  remains  in  power, 
Taiwan's  policy  toward  interaction  with  PRC  remains 
vaguely  ad  hoc  and  not  nearly  as  definitive  as  the 
policy  of  PRC  toward  Taiwan.  Following  Shui-bian's 
election,  Taiwan's  policy  became  more  focused  on  its 
individual  identity  and  future  rather  than  on  its  con¬ 
nection  with  the  PRC.123  It  seems  as  though  Taipei  is 
reasonably  content  with  the  current  status  quo.  Tai¬ 
pei  seeks  to  maintain  a  balance  of  power  with  Beijing 
through  its  military  buildup,  close  monitoring  of  the 
PL  A  modernization  program,  and  reliance  on  "the 
protection  of  an  effective  UN  or  regional  collective 
security  system."124  Further,  Taiwan's  arms  purchases 
and  development  are  for  defensive  use  only;  in  build¬ 
ing  up  an  arsenal  it  is  hoping  only  to  raise  the  cost  of 
an  attack  by  Beijing  to  an  unacceptable  level.125  Even 
so,  Taiwan  has  laid  out  tentative  conditions  for  reuni¬ 
fication:  if  Taiwan  were  to  accede  to  reunification,  the 
PRC  would  have  to  renounce  violence,  treat  Taiwan 
as  an  equal,  and  respect  Taiwan's  autonomy  in  inter¬ 
national  relations.126  These  criteria,  although  deemed 
reasonable  by  some,  are  in  blatant  contradiction  to  the 
PRC's  one-country  two-  systems  policy.  Even  though 
this  policy  rift  remains,  most  analysts  believe  that  dra¬ 
matic  moves  are  unlikely  to  be  made  by  the  Ying-jeo 
administration  in  the  near  future  because  they  would 
not  be  supported  by  the  United  States.  Further,  even 
though  the  ability  of  the  PLA  to  take  the  island  is  ques- 
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tionable,  it  could  still  use  forceful  measures  against 
Taiwan  which  would  unquestionably  be  destructive. 

Attempts  to  forecast  future  Taiwan  policy  towards 
Beijing  are  very  problematic.  Certain  factors,  such  as 
the  desire  to  avoid  a  conflict  which  could  damage  in¬ 
frastructure,  development,  or  trade,  will  likely  remain 
operative,  while  other  variables,  such  as  public  sen¬ 
timent  and  a  reading  of  the  PRC's  intentions,  could 
change  dramatically.  These  changes  could  result  from 
such  moves  by  the  PRC  as  aggressiveness  in  the  South 
China  Sea;  provocative  military  exercises  in  the  Tai¬ 
wan  Strait;  or  even  a  marked  change  of  flavor  in  PRC 
administrations.  By  banking  on  the  maintenance  of 
the  status  quo,  Taiwan  arguably  fails  to  increase  the 
probability  of  an  armed  conflict. 

U.S.  Policy  and  Strategy. 

Current  U.S.  policy  is  to  maintain  the  status  quo 
by  officially  recognizing  the  PRC  as  the  one  official 
China,  while  preserving  Taiwan's  autonomy  until  the 
PRC  liberalizes  and  opens  up  enough  to  form  a  reuni¬ 
fication  deal  acceptable  to  both  sides.127  However,  the 
PRC  does  not  seem  to  be  abandoning  adherence  to 
socialism,  one-party  leadership,  or  other  authoritarian 
features  such  as  the  closing  of  news  media  outlets,  im¬ 
prisonment  of  journalists  (including  a  New  York  Times 
reporter),  and  maintenance  of  state-run  enterprises 
and  news  networks.  The  top  U.S.  priority  seems  to 
be  continuing  with  its  commitment  to  defend  Taiwan 
while,  at  the  same  time,  ensuring  that  China  contin¬ 
ues  to  advance  toward  the  status  of  upstanding  mem¬ 
ber  of  the  world's  community  of  nations.  The  United 
States  pushes  a  peaceful  solution  of  the  tensions  by 
discouraging  provocative  moves  by  either  side,  and 
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promoting  the  continued  adherence  to  the  Taiwan  Re¬ 
lations  Act.  This  document  states  that  U.S.  diplomatic 
ties  with  the  PRC  depend  on  the  peaceful  resolution  of 
the  dispute,  and  that  if  any  other  means  are  employed, 
including  boycotts  or  embargoes,  the  United  States 
will  provide  Taiwan  the  support  necessary  for  a  suf¬ 
ficient  self-defense  capability.  The  Act  also  states  that 
the  United  States  may  counter  any  use  of  force  which 
threatens  the  security  of  the  population  or  the  social 
and  economic  systems  of  Taiwan.128  This  approach 
has  led  some  to  refer  to  it  as  "con-gagement,"  stress¬ 
ing  containment  in  security  matters  but  engagement 
in  economic  matters.129 

No  matter  what  view  is  taken,  it  is  apparent  that 
in  the  event  of  an  attempted  PRC  invasion  of  Taiwan, 
Washington  would  provide  some  sort  of  aid,  although 
how  extensive  the  aid  may  be  is  debatable.  A  variety 
of  reasons  are  given  for  Taiwan's  importance: 

•  Taiwan  is  a  critical  factor  in  the  highly  strategic 
relationship  between  the  United  States  and  the 
PRC. 

•  U.S.  support  for  Taiwan  is  a  vital  factor  for  U.S. 
credibility  in  Asia. 

•  Possession  of  Taiwan  would  be  a  key  increase 
in  the  geopolitical  power  of  PRC. 

•  China's  relation  to  Taiwan  is  a  critical  indicator 
of  whether  China  will  be  a  cooperative  partner 
or  foe  of  the  United  States  in  the  21st  century. 

•  Taiwan  is  a  major  U.S.  trading  partner  and  a 
primary  source  of  investment  for  key  U.S. 
foreign  policy  interests,  including  Southeast 
Asia,  Latin  America,  Africa,  and  the  Pacific 
Island  states. 

•  Taiwan  is  a  successful  example  of  a  transition 
from  authoritarian  rule  to  democracy,  free 
enterprise,  and  capitalism. 
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•  Taiwan  is  an  approximate  model  of  what 
the  United  States  wants  to  see  in  the  PRC  — a 
democratic,  market  economy  having  friendly 
relations  with  the  West.130 

Further,  the  Taiwanese  and  U.S.  military  are  be¬ 
coming  increasingly  integrated,  with  the  United 
States  selling  Taiwan  more  advanced  weapons,  jointly 
developing  terms  and  rules,  and  engaging  in  coop¬ 
eration  on  combat  simulation  and  strategic  planning. 
The  United  States  has  also  upgraded  its  military  ties 
with  Taiwan,  and  has  begun  to  share  more  informa¬ 
tion  and  assist  with  training.  More  than  100  visits  are 
made  by  U.S.  officers  to  Taiwan  every  year,  and  hun¬ 
dreds  of  Taiwanese  officers  have  been  trained  in  the 
United  States.  RAND  Corporation,  an  influential  U.S. 
think  tank,  has  called  for  increased  military  coopera¬ 
tion  with  Taiwan,  as  well  as  integration  of  Taiwanese 
and  U.S.  command  and  control  (C2)  systems  in  the 
operational  area  of  the  island.  RAND  also  suggests 
"quartering"  the  Strait,  i.e.,  assigning  Taiwanese  sub¬ 
marines  the  area  east  of  the  center  line  of  the  Strait 
while  U.S.  Navy  ships  patrol  the  western  area  closer 
to  the  mainland.  RAND  believes  that  this  will  help  the 
Taiwanese  combat  PLAN  submarine  warfare.131 

Can  the  PRC  Invade  Taiwan? 

Although  there  are  dissenting  opinions,  the  gen¬ 
eral  consensus  among  area  scholars,  analysts,  and 
policymakers  is  that  a  PRC  invasion  of  Taiwan  is 
not  an  imminent  threat.  So  long  as  Taiwan  does  not 
proclaim  independence,  and  foreign  powers,  i.e.,  the 
United  States,  do  not  become  involved,  the  tension 
will  subside  and  there  will  be  no  crisis.132  There  are  a 
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variety  of  reasons  for  this  view,  including  the  fact  that 
the  PLA  is  not  capable  of  launching  an  amphibious 
invasion  in  its  present  state.  The  CCP  would  take  a 
great  risk  in  invading  Taiwan  because  if  they  fail  to 
deliver  a  knockout  blow,  they  may  lose  domestic  sup¬ 
port  as  well.  There  are  also  potential  issues  related  to 
identity  ....  Such  indecisive  bloodletting  would  close 
off  any  prospects  for  voluntary  unification  for  one  or 
[probably]  more  generations."133 

The  PLA  does  not  have  the  capacity  to  overwhelm 
Taiwanese  forces  provided  with  U.S.  support.  Further, 
economic  growth  has  been  the  key  to  CCP  prestige 
and  legitimacy.  An  invasion  of  Taiwan  would  roil  the 
relatively  peaceful  regional  environment,  and  could 
threaten  continued  economic  growth.  This  eventual¬ 
ity,  combined  with  a  military  defeat,  could  even  result 
in  the  CCP's  removal  from  power.  The  critical  factor 
for  PLA  strategists  is  to  develop  methods  to  forestall 
any  U.S.  support  which  could  prevent  a  quick  resolu¬ 
tion  to  an  armed  conflict  over  Taiwan.  As  Taipei  and 
Washington  cooperate  at  high  levels  regarding  mili¬ 
tary  technology,  namely,  air  and  missile  defense,  PLA 
strategists  cannot  hope  for  a  decisive  military  victory 
through  solely  conventional  means.  Instead,  the  PLA 
seems  to  have  isolated  America's  putative  weakness¬ 
es,  such  as  its  shortcomings  in  ASW  capabilities  and 
its  aversion  to  casualties,  and  will  attempt  to  exploit 
them  by  flooding  the  Taiwan  Strait  with  submarines 
to  make  it  uninhabitable  by  the  U.S.  fleet. 

To  maintain  economic  growth,  the  PRC  needs  to 
maintain  favorable  ties  with  the  United  States.  An  in¬ 
vasion  of  Taiwan  would  greatly  strain  Sino-U.S.  ties, 
slow  external  investment,  and  frighten  off  other  po¬ 
tential  foreign  investors.  It  could  also  lead  Taiwanese 
residents  to  shift  their  trade  to  Singapore,  Thailand, 
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Malaysia,  the  Philippines,  and  South  Korea  instead  of 
the  PRC.134  A  war  would  likely  result  in  a  wide  range 
of  economic  sanctions  and  would  also  further  strain 
already  less-than-favorable  relations  with  Japan,  a 
major  PRC  trading  partner  and  competitor  in  the 
region.  Further,  the  Japanese  government  has  been 
under  increasing  pressure  to  cancel  Article  9135  of  its 
Constitution  and  transform  its  Self-Defense  Forces 
(SDF)  into  a  full  multipurpose  military.  A  PRC  inva¬ 
sion  would  likely  increase  this  pressure  to  remilitarize 
Japan,  which  would  become  China's  greatest  threat  in 
the  region  since,  even  with  Article  9,  Japan's  naval  ca¬ 
pabilities  far  exceed  China's. 

Even  though  the  CCP  is  well  aware  of  the  deficien¬ 
cies  of  the  PLA,  the  political  and  economic  risks  in¬ 
volved  in  an  invasion,  and  the  possibility  that  the  PRC 
will  not  be  successful,  it  still  has  not  altered  its  de¬ 
clarative  policy.  The  CCP  has  refused  to  bow  to  coun¬ 
tervailing  U.S.  pressures  in  the  past,  and  it  appears 
that  it  will  not  do  so  in  the  future.  If  China  confronts 
such  a  dicey  prospect,  why  hold  onto  such  seemingly 
unrealistic  policies?  Consistent  with  the  teachings  of 
Sun  Tzu  and  Jiang  Zemin's  policy  on  Chen  Shui-bian, 
China  is  waiting  to  reach  the  point  of  development 
that  it  will  not  be  so  severely  affected  by  sanctions,  is 
not  as  dependent  on  the  United  States  and  other  West¬ 
ern  countries  for  trade  and  investment,  and  has  mod¬ 
ernized  and  developed  the  PLA  to  a  point  where  the 
PRC  could  quickly  invade  and  establish  control  over 
Taiwan  while  simultaneously  deterring  U.S.  involve¬ 
ment.  If  the  PRC  is  able  to  achieve  these  objectives,  it 
will  not  be  as  cooperative  on  the  Taiwan  issue  as  it 
has  in  the  past.  Recent  flexibility  on  Hong  Kong  and 
Taiwan  has  likely  been  adopted  out  of  a  felt  necessity 
rather  than  preference.  China,  like  other  nations,  will 
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engage  in  armed  diplomacy  if  it  has  the  ability  to  do 
so.  The  Taiwan  issue  is  a  much  more  serious  matter  for 
China  than  some  Western  analysts  acknowledge,  and, 
since  the  issue  has  not  disappeared  from  the  Chinese 
agenda  over  the  last  100  years,  it  is  not  likely  to  do  so 
in  the  foreseeable  future.  The  PRC  and  Taiwan  appear 
to  have  mutually  opposed  policies,  and  neither  side 
appears  willing  to  bend  on  its  core  principles,  let  alone 
abolish  them  entirely.  The  business  community  and 
the  improved  cross-Strait  economic  ties  advocated  by 
Ma  Ying-jeo  alone  will  not  be  able  to  resolve  these  dif¬ 
ferences  across  the  Strait. 

Invasion  Scenario. 

Although  doomsday  scenarios  in  current  circum¬ 
stances  are  unlikely,  there  are  a  number  of  seemingly 
small-scale  events  which  could  trigger  an  escalation  to 
armed  conflict.  For  example: 

•  Taiwan's  leader  makes  a  high-profile  visit  to 
the  United  States. 

•  Taiwan  purchases  a  theater  missile  defense 
(TMD)  system  from  the  United  States. 

•  The  United  States  sells  Aegis-equipped  destroy¬ 
ers  to  Taipei. 

•  Human  error,  flukes  of  weather,  or  techno¬ 
logical  malfunctions  during  a  military  exercise 
cause  a  strategic  missile  to  miss  its  intended 
target,  striking  either  a  target  from  the  other 
side  or  that  of  a  third  party. 

•  Escalation  of  a  small-scale  armed  conflict,  per¬ 
haps  initiated  by  a  military  exercise  interpreted 
as  provocative  by  the  other. 

•  Rumors  or  misinformation. 
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•  Disagreements  over  claims  of  an  overlapping 
oil-producing  zone  on  the  continental  shelf  of 
the  South  China  Sea. 

•  A  called  bluff  that  is  felt  to  necessitate  a  fight.136 

Planning  for  a  Taiwan  invasion  has  been  the  fo¬ 
cus  of  the  PLA  since  at  least  1993,  when  the  Nanjing 
Military  Region  (MR)  received  weapons  priority  and 
training  exercises  in  the  region  began  to  increase.  A 
PLA  invasion  of  Taiwan  would  likely  include: 

•  Precision  strikes  intended  to  paralyze  the  is¬ 
land's  infrastructure  as  well  as  its  command 
and  control  nodes. 

•  A  blockade,  probably  involving  missile  "tests," 
which  would  keep  Taiwan's  vessels  in  port  and 
other  countries  from  shipping  needed  com¬ 
modities  to  the  island  or  even  traveling  through 
the  area. 

•  The  use  of  the  PRC's  growing  economic  strength 
to  choke  off  any  hope  of  Taiwan's  survival  as  a 
de  facto  independent  state.137 

All  of  these  actions  have  potentially  negative  con¬ 
sequences  for  PRC.  The  Taiwan  Strait  is  a  busy  ship¬ 
ping  conduit,  and  much  international  air  and  sea  com¬ 
merce  would  be  adversely  affected,  with  such  parties 
likely  to  put  pressure  on  Beijing.  Further,  precision 
strikes  need  careful  coordination  and  accuracy,  which 
are  often  difficult  to  attain  in  real-world  situations. 
Moreover,  any  economic  strategy  aimed  at  choking 
off  Taiwan  would  be  long  term,  thus  allowing  Taiwan 
time  to  find  new  trading  partners  and  address  other 
problems  caused  by  the  embargo.138 

The  PRC  wants  to  avoid  as  many  civilian  casual¬ 
ties  as  possible  and  would  therefore  resort  to  a  full- 
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scale  land  invasion  only  if  precision  strikes  against  rail 
lines,  shipyards,  military  and  civilian  air  facilities,  and 
power  installations  failed.  However,  the  Taiwanese 
have  had  more  than  50  years  to  plan  and  have  thus 
likely  foreseen  most  invasion  tactics  and  developed 
appropriate  countermeasures.  For  example,  the  Tai¬ 
wanese  have  a  backup  command  and  control  system. 
On  the  economic  front,  during  the  1995-96  crisis,  the 
then-ruling  KMT  party  utilized  a  stabilization  fund 
to  prop  up  the  stock  market.  Owing  to  such  factors,  a 
surprise  attack  by  Beijing  rather  than  one  deliberately 
staged  would  likely  have  the  best  chance  of  success. 
June  Dreyer  describes  the  strategy  as  "begin  and  end 
the  invasion  quickly  in  order  to  present  the  world  with 
a  fait  accompli."139  Potential  U.S.  military  intervention 
reinforces  the  likelihood  of  a  PLA  strategy  based  on 
surprise.140 

The  PRC  would  have  a  complicated  suite  of  war 
objectives: 

•  Eliminate  Taiwan  independence  forces  and  up¬ 
hold  the  territorial  integrity  of  China. 

•  Replace  Taiwanese  authority  with  one  compat¬ 
ible  with  PRC  interests. 

•  Eliminate  Taiwanese  defense  capabilities  and 
cut  off  its  defense  links  with  the  United  States. 

•  Restore  order  by  coercing  the  population  to  ac¬ 
cept  the  imposed  political  arrangement. 

•  Minimize  PRC's  war  casualties.141 

The  fact  that  these  objectives  would  prove  extreme¬ 
ly  difficult  and  that  the  potential  for  failure  would  be 
disturbingly  high  serve  as  possible  deterrents  for  PRC 
military  action  against  Taiwan.  For  example,  replac¬ 
ing  a  democratically  elected  government  in  Taiwan 
could  result  in  a  massive  uprising  and  resistance  to 
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PL  A  forces  and  CCP  leadership.  An  invasion  might 
well  entail  the  use  of  as  many  as  800-1,000  short-range 
ballistic  missiles  (SRBMs)  and  cruise  missiles  in  ad¬ 
dition  to  over  200  advanced  fighters  and  bombers.  If 
launched  from  the  Nanjing  MR,  most  missiles  would 
have  only  about  a  7-minute  flight  time  before  they 
struck  Taiwan.142  The  PRC  would  attempt  to  achieve 
its  objectives  quickly  by  launching  simultaneous  land, 
air,  and  sea  attacks.  The  conflict  would  probably  be 
conducted  on  three  levels: 

•  Level  A:  Sudden,  overwhelming  attack  on  criti¬ 
cal  strategic  and  military  targets  using  air  pow¬ 
er  and  special  forces. 

•  Level  B:  Naval  blockade  of  major  ports  fol¬ 
lowed  by  an  extended  air  campaign  designed 
to  cripple  Taiwan's  economic  and  military  in¬ 
frastructure. 

•  Level  C:  Amphibious  landing  to  facilitate  a 
multi-dimensional  armored  and  mechanized 
attack  on  Taipei.143 

An  air  attack  would  require  precision  bombing 
against  military  and  strategic  targets  such  as:  com¬ 
mand,  control,  and  communications  centers;  radar  and 
early  warning  stations;  air  force  bases;  air-defense  sys¬ 
tems;  key  railway  and  road  lines;  critical  supply  sys¬ 
tems;  and  oil  and  ordnance  depots.  Some  believe  that 
the  PRC  could  establish  air  superiority  over  Taiwan 
within  45  minutes  if  executed  effective.  The  Taiwanese 
command  and  control  system  must  be  disrupted  early 
in  the  campaign  to  sufficiently  hinder  the  Taiwanese 
leadership's  ability  to  organize  a  resistance.  To  maxi¬ 
mize  its  chances  for  success,  the  PLA  has  purchased 
(and  in  some  cases  indigenously  developed)  modern 
weapons  systems  and  advanced  technology  includ- 
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ing  the  Su-27,  Su-30,  MMK,  FB-7A,  and  J-10  fighter 
bombers,  cruise  missile  technology,  laser-guided  and 
satellite-guided  munitions  technology,  and  military 
space  technology.  An  important  point  is  that  Taiwan 
has  been  accused  in  the  past  of  lacking  an  effective 
missile  defense  system  capable  of  intercepting  PRC's 
SRBMs.  However,  the  PLA  would  have  to  disable  or 
avoid  much  more  advanced  U.S.  surveillance  and 
intelligence-gathering  systems  and  cut  off  intelligence 
links  between  the  United  States  and  Taiwan.  If  this 
could  not  be  accomplished,  the  effects  of  a  PLA  air  at¬ 
tack  would  be  very  limited.144 

A  PRC  blockade  would  be  conducted  primarily  by 
submarines  laying  mines  at  crucial  waterways  near 
harbors  such  as  Kaosihng,  Keelong,  Suao,  and  the 
Tsoying  Naval  Base.  The  more  than  40  diesel-electric 
submarines  of  the  PLAN,  which  are  equipped  with 
mines  and  missiles,  would  most  likely  be  employed 
to  conduct  the  operations.  But  Taiwan  has  put  signifi¬ 
cant  emphasis  on  ASW  capabilities  to  both  counter 
and  deter  a  blockade.  Several  billion  dollars  worth  of 
weapons  systems  and  platforms  have  been  acquired 
from  the  United  States,  including  28  S-70C  (M)  anti¬ 
submarine  helicopters,  eight  Knox- class  frigates,  and 
four  minesweepers.  Further,  in  2001  the  Bush  admin¬ 
istration  approved  the  sale  of  eight  diesel-electric  sub¬ 
marines,  12  P-3C  Orion  ASW  aircraft,  four  Kidd- class 
destroyers,  and  eight  CH-53  minesweeping  helicop¬ 
ters.  The  United  States  has  also  committed  itself  to 
helping  Taiwan  procure  eight  modern  submarines, 
potentially  from  allies  in  Europe.  For  a  blockade  to  be 
successful,  the  PLA  must  be  able  to  prevent  counter¬ 
offensive  amphibious  attacks  against  its  naval  bases. 
Submarines  alone  would  not  be  adequate  for  that  pur¬ 
pose  and  would  have  to  be  backed  up  by  superior  air 
support.145 
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Amphibious  and  airborne  operations  depend  on 
the  successes  of  air  and  naval  attacks.  They  could  be 
launched  only  if  Taiwan's  resistance  capability  had 
been  severely  impaired.  The  Chinese  amphibious  as¬ 
sault  would  likely  be  carried  out  by  hover-craft  and 
wing-in-ground-effect  landing  craft,  which  could 
potentially  transport  10,000-15,000  marines  and 
special  forces  and  their  equipment.  Airborne  opera¬ 
tions  would  involve  the  PLA's  15th  Airborne  Corps 
dropped  from  Russian-made  IL-76  transport  planes 
to  attack  air  force  bases  in  western  Taiwan.146  The 
objective  of  initial  amphibious  and  airborne  opera¬ 
tions  would  be  to  secure  landing  sites  that  would  en¬ 
able  larger  complements  of  ground  forces  and  heavy 
equipment  to  be  sent.  If  this  was  achieved,  a  massive 
ground  attack  would  follow.147  It  has  also  been  noted 
that  the  PL  A  may  invade  Taiwan's  offshore  island 
groups  and  set  up  bases  there.148  This  would  require 
the  PLAN  to  have  exclusive  control  over  the  seas  of 
the  Taiwan  Strait,  something  that  could  not  be  accom¬ 
plished  if  the  U.S.  Navy  is  able  to  break  the  blockade 
or  otherwise  negate  the  PLAN'S  anti-access  strategy. 

There  is  speculation  that  in  a  conflict  over  Taiwan 
either  side  could  engage  in  unconventional  tactics. 
Some  believe  that  the  PRC  may  detonate  a  clean  elec¬ 
tromagnetic  pulse  (EMP)  in  Taiwan's  stratosphere 
which  would  destroy  Taiwanese  communications 
while  avoiding  loss  of  life  on  the  ground.149  However, 
even  more  troublesome  are  comments  made  in  2005 
by  PL  A  General  Zhu  Chengdu:  "If  the  Americans 
interfere  in  the  conflict,  if  the  Americans  draw  their 
missiles  and  position-guided  ammunition  into  the  tar¬ 
get  zone  on  China's  territory,  I  think  we  will  have  to 
respond  with  nuclear  weapons."150 

Although  the  PRC  government  quickly  down¬ 
played  these  statements,  they  nonetheless  fed  specula- 
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tion  that  PRC  might  possibly  be  willing  to  go  nuclear 
over  the  Taiwan  issue  in  order  to  prevent  U.S.  involve¬ 
ment.  However,  this  is  extremely  unlikely,  since  Chi¬ 
na's  nuclear  forces  do  not  come  even  close  to  rivaling 
those  of  the  U.S.  arsenal.  The  use  of  nuclear  weapons 
in  what  many  nations  view  as  a  less  than  earthshak¬ 
ing  territorial  dispute  would  essentially  eviscerate 
China's  agenda  for  a  "peaceful"  rise  to  ascendancy. 
Instead,  China  will  have  to  rely  on  less  destructive 
forms  of  deterrence  that  could  be  narrowly  directed 
against  actual  U.S.  weaknesses.  Thus  its  choice  once 
again  comes  back  to  submarines  and  other  undersea 
assets. 

The  PRC's  Second  Artillery  deploys  nuclear  weap¬ 
ons  only  in  a  manner  to  deter  nuclear  war,  whereas 
the  United  States,  Russia,  Britain,  and  France  also  de¬ 
ploy  or  threaten  to  use  their  weapons  in  order  to  deter 
conventional  warfare.  The  United  States  is  currently 
implementing  a  tactical  missile  defense  (TMD)  sys¬ 
tem  in  addition  to  a  National  Missile  Defense  (NMD) 
system;  this  complicates  the  success  of  mutual  nuclear 
deterrence  since  the  United  States  will  now  possess  a 
"shield"  in  addition  to  its  "spears."151  The  U.S.  shield 
would  render  the  spears  of  the  PRC  almost  useless, 
and  the  PRC  does  not  have  the  technology  or  fund¬ 
ing  to  develop  a  shield  at  present.  In  response,  China 
has  increased  the  total  number  of  missiles  and  war¬ 
heads  using  the  logic  that  it  would  be  more  difficult 
to  intercept  a  large  number  of  missiles  rather  than  a 
smaller  number  of  more  advanced  ones.152  This  logic, 
however,  is  problematic.  The  PRC  does  not  possess 
an  aircraft  carrier,  and  its  power  projection  beyond  its 
own  borders  is  very  limited.  Even  if  numerous  ICBMs 
equipped  with  nuclear  warheads  were  to  be  launched 
at  the  United  States,  they  would  have  to  be  launched 
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from  Chinese  soil  or  from  naval  vessels /  aircraft  based 
in  China.  These  missiles  would  have  to  travel  great 
distances  and  would  provide  the  United  States  with 
plenty  of  warning  time  to  intercept  them  from  bases 
in  Japan,  South  Korea,  Guam,  Hawaii,  and  the  conti¬ 
nental  United  States. 

In  response  to  the  PRC  nuclear  threat,  Taiwan  has 
acquired  M-ll  ballistic  missiles  capable  of  carrying 
nuclear,  chemical,  and  EMP  warheads.  The  missile 
is  capable  of  altering  its  speed  and  is  accurate  within 
five  meters.  Further,  London's  International  Institute 
for  Strategic  Studies  (IISS)  has  claimed  that  Taiwan 
has  the  capacity  to  develop  nuclear  weapons  within  3 
to  4  months  if  needed.  Also,  Canada's  national  securi¬ 
ty  and  intelligence  bureau  has  stated  that  Taiwan  has 
developed  36  types  of  bacteria  which  could  be  used 
in  biological  warfare.  Taiwan  is  not  a  signatory  to  the 
Chemical  Weapons  Convention  (CWC),  nor  does  it  al¬ 
low  international  chemical  weapons  inspections.153  It 
appears  that  Taiwan  has  also  embraced  the  concept  of 
strategic  ambiguity,  thus  potentially  denying  Beijing 
the  luxury  of  an  assured  clean,  quick  takeover  of  the 
island  even  if  U.S.  involvement  was  negated  or  pre¬ 
vented. 

Environment  and  geography  work  in  favor  of 
Taiwan  since  the  waters  of  the  Taiwan  Strait  are  ex¬ 
tremely  rough,  making  it  very  difficult  for  the  PLAN 
to  conduct  an  effective  naval  blockade.154  There  is  also 
a  central  mountain  range  which  covers  almost  half  of 
the  island  and  runs  nearly  the  entire  length  of  Taiwan. 
If  necessary,  Taiwanese  forces  could  retreat  into  the 
mountains  and  resort  to  guerrilla  tactics  to  prolong  the 
war  and  either  allow  third  parties  time  to  intervene 
or  break  the  spirit  of  the  PLA  through  unacceptable 
casualty  rates.  Taiwan  has  one  of  the  world's  highest 
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population  densities,  with  more  than  540  people  per 
square  kilometer.155  Such  a  concentrated  population 
could  lead  an  urban  insurgency  of  such  intensity  as 
to  dwarf  almost  any  similar  occurrences  in  recent  his¬ 
tory. 

U.S.  Military  Involvement:  The  X  Factor. 

Taiwan  has  a  limited  ability  to  defend  itself  as  a 
result  of  its  small  domestic  market  and  difficulties  in 
purchasing  foreign  weapons  ensuing  from  many  na¬ 
tions'  fears  of  upsetting  Beijing.  There  are  approxi¬ 
mately  380,000  Taiwanese  troops,  while  the  nuclear- 
equipped  PLA  has  roughly  2.25  million.156  Without 
U.S.  assistance,  Taiwan  might  be  overrun  by  sheer 
numbers  alone,  and  while  Taiwanese  ground  forces 
are  competent,  they  do  not  train  enough,  and  there  is 
not  nearly  enough  emphasis  on  conducting  joint  force 
operations.  Moreover,  ground  forces,  whose  role  in  an 
invasion  would  not  be  nearly  as  pivotal  as  the  navy 
and  air  force,  were  given  procurement  priority  at  the 
expense  of  the  other  branches.  The  Pentagon  has  been 
critical  of  the  Taiwanese  military,  especially  in  regard 
to  its  C4ISR  logistics  system,  stating  that  is  not  suf¬ 
ficiently  robust  for  properly  coordinating  Taiwan's 
armed  forces.  In  addition,  a  still-classified  U.S.  report 
from  2001  states  that,  despite  some  improvements, 
Taiwan  is  not  prepared  to  respond  to  a  first  strike  by 
the  PRC.  Its  air  and  naval  bases,  radar  stations,  and 
other  key  military  facilities  remain  vulnerable  to  pre¬ 
cision  strikes.  A  Hong  Kong  newspaper  claimed  that 
the  PLA  has  identified  and  analyzed  Taiwan's  six 
major  defensive  lines  and  is  confident  that  it  can  pen¬ 
etrate  all  of  them.157 

In  today's  military  balance,  U.S.  funding,  technol¬ 
ogy,  conventional  and  unconventional  weaponry,  and 
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power  projection  are  far  more  advanced  than  that  of 
the  PLA.  Robert  Ross  of  Boston  College  summarizes: 

The  conventional  superiority  of  the  United  States  en¬ 
hances  the  United  States'  credibility  to  intervene  in 
regional  conflicts  and  thus  deter  war.  .  .  .  The  United 
States-China  military  balance  undermines  PRC  confi¬ 
dence  that  it  can  deter  United  States  intervention  on 
behalf  of  Taiwan.  .  .  .  China  has  enough  respect  for 
United  States  resolve  that  United  States-China  asym¬ 
metric  interests  do  not  appreciatively  enhance  China's 
confidence  that  it  can  use  force  without  it  leading  to 
United  States  intervention.158 

Even  if  a  conflict  ensues  across  the  Strait  while 
the  United  States  is  preoccupied  in  other  areas  of 
the  world,  much  like  it  is  now  in  Iraq,  Afghanistan, 
and  potentially  Iran,  the  United  States  will  still  be 
the  deciding  factor  in  any  war  scenario.  An  ample 
supply  of  aircraft  carriers,  the  world's  most  advanced 
fighters,  bombers,  missile  forces,  and  a  larger,  more 
advanced  nuclear  arsenal  would,  if  the  United  States 
decided  to  deploy  them,  raise  the  stakes  in  the  conflict 
to  a  level  that  Beijing,  even  allowing  for  China's 
continued  rapid  development,  would  not  be  willing 
to  accept.  Without  U.S.  assistance,  Taiwan  may  not 
be  able  to  resist  the  PRC.  However,  due  to  extensive 
U.S.  involvement  and  investments  in  Taiwan's  affairs 
since  the  end  of  World  War  II,  the  withholding  of  U.S. 
assistance  is  highly  unlikely  to  happen.  Taiwan  is 
pro-Western,  democratic,  and  a  key  balancer  of  PRC 
power  in  the  region.  The  United  States  will  not  allow 
it  to  quietly  merge  into  the  PRC  without  a  favorable 
agreement  beforehand.  Nonetheless,  deterrence  works 
both  ways.  If  the  PLAN,  by  effectively  employing 
difficult-to-track  submarines,  can  induce  the  United 
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States  to  second-guess  its  ability  to  enter  the  Taiwan 
Strait,  many  clear  U.S.  conventional  advantages  could 
be  neutralized.  This  would  give  Beijing  more  military 
and  policy  options  with  regards  to  Taiwan.  Given 
this  reality,  the  PLAN'S  underwater  capabilities  will 
remain  a  U.S.  preoccupation  for  the  foreseeable  future. 

The  Simmering  Spratly  Islands  Dispute. 

The  South  China  Sea  is  a  multilateral  welter  of 
conflicting  claims  regarding  the  sovereignty  of  island 
features  and  vast  areas  of  maritime  jurisdiction.  In  the 
middle  of  this  disputed  area  lies  the  Spratly  archipela¬ 
go,  to  which  six  states  have  laid  claim.159  This  dispute 
serves  as  a  major  source  of  tension  in  Southeast  Asia 
and  remains  one  of  the  region's  major  potential  flash¬ 
points  in  the  21st  century.  In  the  event  of  a  conflict, 
at  least  six  nations  could  quickly  find  themselves  in¬ 
volved  in  a  highly  complex  situation  in  which  a  clear 
winner  would  be  unlikely. 

The  Spratly  Islands  consist  of  more  than  100  small 
islands  or  reefs  which  are  surrounded  by  rich  fishing 
grounds  and  potential  gas  and  oil  deposits.  China, 
Taiwan,  and  Vietnam  all  claim  to  have  sole  ownership 
of  the  islands,  while  Malaysia  and  the  Philippines 
each  claim  ownership  of  part  of  the  island  chain.  As 
a  result,  about  45  islands  are  occupied  by  a  relatively 
small  number  of  troops  from  China,  Malaysia,  the 
Philippines,  Taiwan,  and  Vietnam.  As  if  this  weren't 
trouble  enough,  Brunei  has  established  a  fishing  zone 
which  overlaps  the  southern  reef,  but  this  country  has 
not  yet  made  any  formal  claim.160 

The  question  of  who  owns  the  other  400-plus  rocks, 
reefs,  and  islands  scattered  throughout  an  800,000 
square-kilometer  area  within  the  South  China  Sea  was 
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largely  ignored  until  the  1970s.  Recently,  however, 
Vietnam,  Taiwan,  Malaysia,  the  Philippines,  Brunei 
and  a  rapidly-growing  China  have  all  staked  over¬ 
lapping  claims  in  some  form  to  the  Spratly  Islands.161 
Chinese,  Taiwanese,  and  Vietnamese  claims  are  based 
on  historical  ownership,  while  the  claims  of  Malaysia, 
the  Philippines,  and  Brunei  are  supposedly  in  line 
with  international  law  regarding  mineral  bed  zones 
and  the  continental  shelf  of  the  claimant  nations.  Ac¬ 
cording  to  the  UN  Convention  on  the  Law  of  the  Sea 
(UNCLOS),  proximity  makes  for  a  much  stronger 
case  than  history.  The  documentary  background  for 
the  various  territorial  claims  in  the  South  China  Sea 
is  not  extensive,  and  the  historical  records  are  often 
contradictory.  As  a  result,  none  of  the  claimants  of¬ 
fers  unassailable  historical  or  legal  claims.162  Modern 
international  law  holds  that  merely  discovering  a  par¬ 
ticular  territory  is  not  sufficient  for  the  discoverer  to 
be  granted  a  valid  title  of  ownership  over  the  territory. 
Rather,  discovery  creates  only  an  inchoate  title  which 
must  be  solidified  by  subsequent  continuous  and  ef¬ 
fective  acts  of  occupation,  generally  construed  to  be 
permanent  settlement.163 

The  Philippines'  claim  to  the  Spratly  Islands  was 
first  expressed  in  the  UN  General  Assembly  in  1946, 
but  their  involvement  in  the  Spratly  Islands  did  not 
begin  until  1956.  Their  claim  is  based  on  the  discovery 
of  the  unclaimed  islands  of  Kalayaan  (Freedomland) 
by  Thomas  Cloma  in  1956.  This  is  one  of  the  most 
hotly  contested  claims,  and  the  security  commitment 
between  the  United  States  and  the  Philippines  has 
been  consistently  interpreted  by  the  Washington  as 
excluding  Kalayaan. 164  The  Chinese  and  Vietnamese 
claims  to  the  Spratly  Islands  are  based  on  both  his¬ 
torical  claims  of  discovery  and  occupation.  Taiwan's 
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claims  to  ownership  of  the  Islands  are  similar  to  those 
of  China.  However,  China's  claim  is  the  most  exten¬ 
sive  and  covers  not  only  the  entire  Spratly  archipelago 
but  the  other  three  island  groups  in  the  South  China 
Sea  as  well.165  Beijing  has  also  been  the  most  aggres¬ 
sive  in  pursuing  its  claims  and  refers  to  the  islands  as 
the  Nansha  Islands.  Tensions  between  China  and  Viet¬ 
nam  began  in  January  1988,  resulting  in  a  sea  battle 
in  March  1988  during  which  the  Chinese  Navy  sank 
two  Vietnamese  ships.  Although  the  nations  involved 
now  appear  to  seek  to  resolve  the  dispute  through 
political  means,  tensions  still  remain  high  in  the  re¬ 
gion,  and  some  even  feel  that  China's  claims  to  the 
Spratly  Islands  are  intended  to  throw  other  claimants 
off  balance  until  it  is  able  to  enforce  its  claim  through 
intimidation  or  force.166  China's  ultimate  aim  is  to 
achieve  effective  deterrence  through  strategic  ambi¬ 
guity,  similar  to  its  approach  towards  Taiwan.  Given 
the  operational  and  logistical  challenges  facing  the 
PLAN  in  an  invasion  scenario  in  which  China  sought 
to  enforce  all  of  its  claims  by  force,  Beijing  will  likely 
rely  on  bilateralism  and  on  attempting  to  force  indi¬ 
vidual  states  to  second-guess  any  of  China's  potential 
aggressive  action  in  the  South  China  Sea.  The  PLAN'S 
conventional  shortcomings  vis-a-vis  the  United  States 
are  well-known  and  must  be  taken  into  account  due  to 
Washington's  close  ties  with  several  of  the  claimants. 
Once  again,  it  appears  that  the  use  of  submarines  is 
China's  most  effective  option  for  convincing  regional 
claimants,  and  indirectly  the  United  States,  that  the 
cost  of  intervention  is  too  high,  given  the  unknowns 
and  risks  involved. 

Malaysia  has  been  involved  in  the  dispute  since 
1979.  Although  it  currently  controls  only  three  islands, 
Kuala  Lumpur  still  claims  the  whole  chain  based  on 
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the  argument  that  the  islands  are  part  of  its  continen¬ 
tal  shelf  and  that  this  grants  it  a  right  to  the  islands 
under  the  Law  of  the  Sea  Convention.167  After  gain¬ 
ing  independence  in  1984,  Brunei  staked  its  claims  on 
the  same  basis  as  Malaysia,  but  its  claim  is  much  more 
limited  in  that  it  involves  only  one  island.  Nonethe¬ 
less,  none  of  the  six  parties  seem  willing  to  back  down 
from  their  stances  on  the  issue,  and  politicians  and 
scholars  continuously  debate  the  legal  basis  and  mer¬ 
its  of  each  country's  claim.  However,  none  of  the  ver¬ 
bal  back-and-forth  effectively  addresses  the  question 
of  whether  the  claimants  will  resort  to  armed  conflict 
over  the  Spratly  Islands  or  other  disputed  territory  in 
the  South  China  Sea.  The  legal  strength  of  an  individ¬ 
ual  claim  is  relevant  only  in  a  negotiated  settlement 
and  may  not  count  for  much  in  the  event  of  hostilities, 
a  reality  China  would  have  to  consider  given  the  weak 
legal  basis  of  its  claim. 

Meanwhile,  the  decision  on  whether  and  when  to 
resort  to  armed  conflict  will  be  governed  more  by  op¬ 
portunity,  strategic  considerations,  and  political  will 
than  by  the  legal  basis  of  any  claim.168  This  situation 
poses  a  clear  dilemma  for  Beijing  in  that,  by  circum¬ 
venting  or  flouting  international  maritime  law,  it  risks 
jeopardizing  its  image  as  a  responsible  rising  power 
which  adheres  to  international  law  as  well  as  regional 
agreements.  China's  behavior  in  the  South  China  Sea 
will  influence  how  its  wary  neighbors  perceive  it  and 
also  how  receptive  other  nations,  such  as  those  in  the 
Middle  East,  Africa,  and  Latin  America,  will  be  to 
resource-based  relationships  with  Beijing.  If  China 
comes  to  be  seen  as  a  bully  in  resource  disputes,  the 
perception  could  negatively  affect  its  economy. 
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Why  the  Spratlys?  Causes  of  the  Dispute. 

The  dispute  over  the  Spratly  Islands  in  the  South 
China  Sea  presents  a  major  obstacle  to  realizing  the 
goal  of  sustainable  peace  and  stability  in  the  region. 
The  dispute  is  particularly  sensitive  and  dangerous, 
since  the  islands  are  perceived  by  both  regional  and 
Western  politicians  as  challenges  to  the  integrity  of 
the  nation  states  and  to  the  strength  and  effectiveness 
of  their  respective  governments.169  Why  are  the  Sprat¬ 
ly  Islands  so  valuable  and  what  are  the  causes  of  the 
dispute?  One  reason  stems  from  the  varying  interpre¬ 
tations  of  the  proper  application  of  international  law 
of  the  sea  and  the  concept  of  an  Exclusive  Economic 
Zone  (EEZs).  The  doctrine  of  EEZs  gives  a  control¬ 
ling  state  the  exclusive  right  to  resources  within  200 
miles  of  its  land.170  Also,  not  surprisingly,  the  major¬ 
ity  of  international  disputes  involve  states  which  are 
neighbors,  with  variables  within  the  regional  environ¬ 
ment  assuming  greater  significance.  Further,  strategic 
analysts  view  the  Spratly  dispute  as  the  result  of  a 
power  vacuum  in  post-Cold  War  East  Asia.  Political 
control  of  these  islands  offers  strategic  and  potential 
economic  benefits,  the  main  factors  behind  the  often- 
heated  negotiations  over  ownership.  China  very  like¬ 
ly  views  some  of  these  islands  as  potential  sites  for 
PLAN  facilities  it  feels  will  help  the  PLAN  to  secure 
trade  routes  and  ensure  the  free  flow  of  energy  into 
China.  They  also  provide  Beijing  with  the  opportunity 
to  makes  its  threat  to  invade  Taiwan  more  credible, 
thus  enhancing  China's  leverage  and  increasing  the 
likelihood  of  Taiwan's  agreement  on  terms  favorable 
to  Beijing  without  actual  fighting.  Further,  if  China 
can  exert  control  over  these  areas,  the  United  States 
will  be  forced  to  deal  with  China  and  the  PLAN  on 
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a  more  equal  footing  in  regional  maritime  security 
discussions.  Given  the  high  stakes  involved,  China  is 
unlikely  to  voluntarily  cede  such  strategically  signifi¬ 
cant  areas  to  its  Southeast  Asian  neighbors,  including 
of  course  Taiwan. 

The  desire  to  make  strategic,  legal,  and  political 
gains  at  the  expense  of  other  contending  parties  is 
undoubtedly  a  major  reason  for  the  rush  to  establish 
sovereignty  over  these  islands.171  Efforts  to  deal  with 
sovereignty  disputes  in  the  South  China  Sea  have  not 
been  successful,  since  none  of  the  countries,  especially 
China,  are  prepared  to  discuss  these  issues  in  a  seri¬ 
ous  and  sustained  fashion.  China  opposes  multilateral 
talks  on  the  Spratly  Islands  because  its  sovereignty 
over  the  islands  is  deemed  as  non-negotiable  by  Bei¬ 
jing.  In  addition,  China  is  keen  to  demonstrate  that  it 
intends  to  play  the  leading  role  in  the  evolving  eco¬ 
nomic  and  security  order  in  the  region.  China's  stance 
regarding  negotiations  is  thus  likely  to  harden  as  its 
economy  and  military  power  strengthen.  China  fully 
intends  to  build  naval  facilities  in  the  Spratly  region  in 
order  to  enhance  its  force  projection  capability,  secure 
oil  shipments,  and  gain  a  strategic  edge  against  Tai¬ 
wan.  China  also  seeks  to  secure  exploration  rights  for 
the  potentially  massive  oil  and  natural  gas  reserves 
believed  to  lie  beneath  the  surface  to  feed  its  rapidly 
growing  manufacturing-based  economy. 

Another  cause  of  the  dispute  is  national  concern 
over  territorial  integrity.  With  a  history  of  colonial 
humiliation.  South  China  Sea  nations  are  especially 
sensitive  to  these  kinds  of  disputes.172  This  concern 
may  push  some  of  the  disputants,  especially  Vietnam 
and  China,  to  stake  their  historic  claims  to  the  Spratly 
Islands  more  aggressively  than  they  otherwise  would. 
For  example,  China,  which  holds  an  ancient  claim  to 
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the  Islands,  is  very  likely  motivated  by  the  desire  to 
secure  at  last  its  long-claimed  frontiers  and  come  one 
step  closer  to  reuniting  the  Middle  Kingdom.  Similar¬ 
ly,  Vietnam,  which  has  a  consistent  modern  history  of 
occupying  and  using  the  Islands,  may  consider  secur¬ 
ing  them  a  matter  of  national  pride  and  reputation. 

The  region  contains  some  of  the  busiest  shipping 
lanes  in  the  world.  During  the  1980s,  at  least  270  ships 
passed  through  the  Spratly  Islands  region  each  day, 
and  currently  more  than  half  of  the  world's  super¬ 
tanker  traffic  (by  tonnage)  passes  through  the  region's 
waters  every  year.173  Obviously,  instability  or  unilat¬ 
eral  control  by  a  hostile  power  could  result  in  the  dis¬ 
ruption  of  vital  shipping  conduits,  leading  to  higher 
commodity  prices  or  shortages,  higher  risk  premiums 
for  ships  which  transit  the  region,  and  a  possible  re¬ 
gional  reduction  in  foreign  investment  resulting  from 
perceived  regional  instability.  A  sudden  evaporation 
of  foreign  capital  would  have  a  devastating  effect  on 
many  Southeast  Asian  economies,  including  China's, 
and  could  negate  years  of  market-oriented  reforms 
and  economic  modernization  programs. 

The  Spratly  Islands  impasse  is  thus  not  merely 
a  squabble  over  a  coven  of  barren,  uninhabitable  is¬ 
lands;  it  resonates  with  implications  for  greater  South¬ 
east  Asian  security.  The  Islands  would  be  of  strategic 
significance  in  sea  lane  defense,  interdiction,  and 
surveillance  in  the  event  of  any  conflict,  such  as  one 
over  Taiwan.174  This  reality  has  been  brought  into  bold 
relief  by  recent  suggestions  that  China  has  annexed 
and  occupied  various  Spratly  islands  not  for  resource 
exploitation,  but  for  surveillance  purposes.  For  exam¬ 
ple,  Mischief  Reef  would  be  an  ideal  site  from  which 
to  observe  U.S.  naval  activity  in  Filipino  waters.  The 
United  States  also  has  salient  national  security  inter- 
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ests  in  maintaining  unimpeded  transit  rights  on  the 
surface,  in  the  air,  and  under  the  sea  throughout  the 
South  China  Sea;  in  particular,  the  Unites  States  wants 
to  be  able  to  help  protect  Japan  in  the  event  of  hos¬ 
tilities.175  In  addition,  although  Washington  is  aware 
that  its  security  role  in  Asia  is  decreasing,176  it  must 
avoid  being  seen  as  displaced  by  the  Chinese.  This 
would  cause  several  nations  with  strong  defense  ties 
to  the  United  States— Japan,  Taiwan,  South  Korea,  the 
Philippines,  and  Singapore  in  particular,  and  possibly 
even  India  — to  question  the  merits  of  their  relation¬ 
ship  with  Washington.  Such  a  development  would  be 
a  foreign  policy  disaster  for  the  United  States,  greatly 
accelerating  the  decline  of  its  influence  in  the  region. 

Arguably,  however,  the  basis  for  the  dispute  in  the 
Spratly  Islands  truly  comes  down  to  resources.  The 
South  China  Sea  has  been  estimated  to  hold  oil  and 
natural  gas  reserves  worth  $1  trillion,  and  a  1995  study 
by  Russia's  Research  Institute  of  Geology  of  Foreign 
Countries  estimates  that  approximately  six  billion  bar¬ 
rels  of  oil  could  be  located  in  the  Spratly  Islands  area. 
This  has  added  new  dimensions  to  an  already  com¬ 
plicated  conflict,  and  has  made  the  islands  a  doubly 
valuable  prize.177  Further,  all  of  the  nations  involved 
in  the  dispute  have  developing  economies,  and  access 
to  the  hydrocarbon  wealth  under  the  Spratly  region  is 
seen  as  essential  for  each  state's  continued  economic 
security  and  long-term,  sustainable  growth.  A  mutu¬ 
ally  agreed  settlement  or  compromise  in  this  area  will 
be  difficult  since  energy  competition  often  becomes 
a  zero  sum  game,  and  China's  naval  power  is  much 
stronger  than  that  of  its  regional  counterparts.  The 
oil  fields  cannot  be  easily  parceled,  since  one  state's 
extractions  may  deplete  another  state's  reserves.178 
The  level  of  attention  to  the  conflicting  claims  in  the 
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Spratly  Islands  has  increased  in  proportion  to  esti¬ 
mates  of  the  area's  resource  potential.  As  speculation 
about  possible  hydrocarbon  resources  has  grown,  the 
claimants  have  scrambled  to  reinforce  their  claims; 
this  has  led  to  heightened  tensions.  Although  hydro¬ 
carbon  potential  has  been  the  main  focus  of  the  dispu¬ 
tants  until  now,  fisheries  and  other  marine  resources, 
navigational  safety,  and  environmental  concerns  may 
become  equally  critical  issues  in  the  future.179 

Interestingly,  although  the  six  nations  involved 
have  adopted  hard-line  stances  over  their  claims,  the 
Spratly  Islands  have  not  attracted  much  attention 
from  outside  powers  despite  their  massive  hydrocar¬ 
bon  potential.  However,  if  a  credible  feasibility  study 
for  commercial  extraction  is  completed,  this  situation 
could  change  entirely,  greatly  exacerbating  tensions, 
as  all  six  parties  would  undoubtedly  redouble  their 
efforts  to  gain  access  to  the  foreign  capital  and  height¬ 
ened  diplomatic  clout  that  often  accompanies  the  pos¬ 
session  of  vital  natural  resources.  Conversely,  a  study 
could  also  serve  to  ease  tensions  if  the  massive  expec¬ 
tations  already  lavished  on  the  Spratly  Islands  are  not 
to  be  realized.  Regardless,  a  comprehensive  and  reli¬ 
able  feasibility  study  is  a  sine  qua  non  for  resolving 
the  present  deadlock  over  the  Islands. 

The  Sovereignty  Issue  —  An  Obstacle  to  Dispute 
Settlement. 

Sovereignty  issues  over  the  Spratly  Islands  have 
existed  for  centuries.  Lately,  however,  the  debate  has 
intensified  and  now  constitutes  one  of  the  main  threats 
to  Asia's  peace.  Sovereignty  is  perceived  by  each 
claimant  as  exclusive  and  sacred,  with  none  seeming 
likely  to  relinquish  its  claims  without  strong  pressures 
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or  incentives.  While  nations  wax  eloquent  in  citing 
reasons  for  their  sovereignty  over  the  Spratly  Islands, 
these  claims  remain  tenuous  and  problematic,  "based 
upon  incomplete,  inconsistent  historical  data,  ancient 
oriental  concepts  of  ownership,  and  imaginative  inter¬ 
pretations  of  contemporary  international  law."180 

Many  academics  have  expressly  focused  their 
writings  on  China  in  the  Spratly  Islands  dispute,  since 
the  resolution  of  the  dispute  largely  hinges  upon 
China's  intentions  on  the  issue  of  sovereignty.181  At 
present,  China  arguably  poses  the  greatest  threat  to 
regional  peace  and  stability,  with  Beijing  having  made 
unilateral  inroads  into  the  South  China  Sea  area  and 
continuing  to  refuse  to  compromise  on  sovereignty  is¬ 
sues.  China  is  also  a  permanent  member  of  the  UN 
Security  Council  and,  as  such,  has  veto  power.  This 
status  nearly  guarantees  that  the  Security  Council  will 
never  be  in  a  position  to  adopt  resolutions  or  impose 
economic  sanctions  in  this  matter  which  are  inimica- 
ble  to  China. 

Sovereignty  has  both  legal  and  political  dimen¬ 
sions.  For  China  (as  well  as  Vietnam  for  that  matter), 
political  sovereignty  is  a  sensitive  matter,  and  any  chal¬ 
lenge  to  China's  claim  to  the  Spratly  Islands  would  be 
considered  a  challenge  to  China's  domestic  sovereign¬ 
ty.182  Recent  Chinese  offers  to  negotiate  sovereignty 
and  allow  for  joint  exploitation  of  resources  should, 
based  on  long  precedent,  be  viewed  with  considerable 
suspicion.  For  example,  in  1992  Beijing  demonstrated 
that  it  was  willing  to  break  its  own  solemn  commit¬ 
ments  mere  months  after  they  were  made  when  the 
China  National  Offshore  Corporation  signed  a  joint 
exploration  contract  with  U.S.-based  Crestone  Energy 
Corporation  without  consulting  the  other  claimant 
nations.  Further,  China  has  consistently  refused  to  sit 
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down  at  multilateral  negotiating  tables.183  Because  of 
these  actions,  it  is  reasonable  to  assume  that  a  negoti¬ 
ated  resolution  over  the  sovereignty  issue  among  the 
claimants  themselves  is  unlikely.  In  addition,  Beijing 
appears  increasingly  sensitive  over  perceived  threats 
to  its  internal  stability  as  seen  in  rising  levels  of  na¬ 
tionalism  and  growing  domestic  discontent  with  Chi¬ 
na's  political  system  and  economic  disparities,  which 
many  believe  are  driven  by  corruption. 

Consequences  of  Conflict. 

To  date,  the  most  serious  confrontation  to  take 
place  in  the  Spratly  region  occurred  in  1988  when 
Chinese  forces  evicted  the  Vietnamese  outpost  on 
Johnson  Reef.  A  repetition  of  such  incidents  should 
not  be  ruled  out  or  lightly  dismissed.  A  conflict  in  the 
Spratly  region  would  have  an  immediate  impact  on 
the  global  economy.  It  would  also  put  pressure  on  the 
United  States  to  intervene,  since  it  has  defense  guar¬ 
antees  and  treaties  with  a  number  of  the  claimants. 
However,  Washington  would  be  highly  reluctant  to 
become  entangled  in  a  multilateral  conflict  involving 
several  close  allies.  Moreover,  armed  conflict  over  the 
Spratly  region  could  easily  snowball  into  a  larger  re¬ 
gional  or  even  global  conflict.  China  could  very  pos¬ 
sibly  be  tempted  to  capitalize  upon  the  distraction 
entailed  by  the  resulting  imbroglio  to  venture  an  at¬ 
tack  against  stretched  defenses  of  Taiwan,  thus  bring¬ 
ing  it  one  step  closer  to  the  goal  of  reunifying  China. 
Much  of  the  PLA's  training  has  been  Taiwan-focused, 
and  most  of  its  ballistic  missile  arsenal  is  deployed  in 
nearby  Fujian  province.  As  we  noted  earlier,  any  inva¬ 
sion  of  Taiwan  would  involve  a  naval  blockade  and 
the  use  of  sea  mines,  actions  posing  a  major  hazard 
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to  commercial  shipping  even  after  the  cessation  of 
conflict  (since  mines  tend  to  move  and  often  come  to 
drift  freely).  If  China  is  to  physically  enforce  its  claims, 
the  PLAN  will  be  the  primary  tool  of  this  action  and 
will  seek  to  take  advantage  of  the  fact  that,  while  its 
capabilities  on  and  above  the  surface  are  relatively 
well  known,  its  activities  under  the  surface  are  not. 
Much  like  the  case  with  Taiwan,  any  PLA  invasion  of 
the  Spratly  Islands  would  depend  greatly  on  speed, 
stealth,  and  the  ability  to  bring  about  a  fait  accompli  as 
quickly  as  possible  while  deterring  any  potential  U.S. 
(or  Japanese)  involvement. 

Any  Chinese  invasion  of  Taiwan  would  prompt  an 
immediate  response  from  the  United  States  inasmuch 
as  Taiwan's  security  is  guaranteed  under  United 
States  law.184  Since  near  the  end  of  the  Chinese  civil 
war,  the  United  States  has  trained  and  equipped  the 
Taiwanese  military  and  cooperated  with  it  in  many 
areas,  including  ballistic  missile  defense.  Washing¬ 
ton  would  not  willingly  allow  an  ally  supplied  with 
U.S.  equipment  and  technology  to  be  swallowed  up 
by  Beijing,  a  stance  only  strengthened  by  the  fact  that 
the  United  States  often  hails  Taiwan  as  the  foremost 
example  of  a  democracy  with  a  Chinese  majority.  The 
United  States  has  openly  stated  that  it  would  like  to 
see  a  similar  system  take  root  on  the  mainland.  Any 
armed  conflict  between  China  and  the  United  States 
would  have  disastrous  consequences  for  global  stabil¬ 
ity  as  well  as  the  international  economic  system.  Aside 
from  the  immense  loss  of  life,  it  would  negate  many 
years  of  painstaking  efforts  by  China  to  lower  poverty 
levels  and  secure  a  path  to  sustainable  development. 
Furthermore,  war  in  the  South  China  Sea  would  re¬ 
open  old  wounds,  resulting  in  mutual  suspicion  and 
hostility  for  years  to  come.  Such  developments  would 
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significantly  impede  efforts  toward  greater  regional 
integration. 

An  open  conflict  between  the  United  States  and 
China  could  well  bring  about  the  remilitarization  of 
Japan,  one  of  Asia's  largest  and  most  dynamic  econo¬ 
mies.  Japan  also  possesses  some  of  the  most  highly 
trained  defense  forces  in  Asia  and  is  believed  to  have 
the  ability  to  become  a  nuclear  weapons  state  very 
quickly  if  necessary.  Japan  hosts  U.S.  military  bases 
throughout  its  territory,  and  these  U.S.  troops  would 
be  quickly  mobilized  during  any  confrontation  with 
the  Chinese,  making  Japan  a  likely  target  of  Chinese 
missiles  as  well  as  its  land,  air,  and  sea  forces.  Pulling 
Japan  into  a  regional  conflict  would  reignite  long-held 
apprehensions  among  China,  North  and  South  Korea, 
and  many  Southeast  Asian  nations.  These  apprehen¬ 
sions  have  to  do  with  Japan's  vision  for  the  regional 
order  as  well  as  its  putative  failure  to  adequately 
atone  for  a  wartime  past  which  included  systematic 
mass  killings,  forced  labor  and  prostitution,  coerced 
conscription  into  the  Japanese  Army,  and  various  oth¬ 
er  abuses  which  characterized  Japanese  colonization. 
Resurrecting  the  old  memories  would  further  disturb 
the  already  precarious  security  balance  and  could 
even  lead  to  more  belligerent  behavior  by  seemingly 
peripheral  parties  such  as  North  Korea,  a  nation  which 
has  previously  tested  missiles  over  Japanese  airspace 
and  had  several  encounters  with  the  Japanese  Navy. 

The  Shanghai  and  Shenzhen  Indexes,  the  Hang 
Seng  Index  (Hong  Kong),  the  Korea  Stock  Exchange, 
and  the  Nikkei  Index  (Japan)  are  some  of  the  best  per¬ 
forming  exchanges  in  Asia  and,  for  that  matter,  the 
world.  Not  surprisingly,  despite  sometimes  strained 
ties  at  the  national  level,  trade  links  have  grown  ex¬ 
ponentially  between  all  three  nations  (especially  be- 
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tween  China  and  Japan),  and  Japan's  diverse,  techno¬ 
logically  advanced  market  is  not  an  attraction  China 
could  easily  forgo.  China  also  needs  massive  Japanese 
assistance  when  it  comes  to  the  development  of  more 
environmentally  friendly  or  "green"  technologies, 
since  China  is  keen  to  reduce  its  dependence  on  coal 
to  fuel  power  plants  and  also  to  reduce  smog  and  air 
pollution  in  major  Chinese  cities.  Although  it  is  said 
that  business  always  finds  a  way,  technology  transfers 
from  Japan  will  slow  and  may  even  cease  if  Japan  is 
pulled  into  any  regional  conflict  with  China. 

Hostilities  in  the  South  China  Sea  would  further 
inflame  tensions  between  China  and  Vietnam,  two 
nations  which  previously  littered  their  shared  land 
border  with  hundreds  of  thousands  of  landmines, 
some  of  which  are  undoubtedly  still  in  the  ground. 
Although  relations  have  improved  of  late,  with  China 
now  constructing  highways  in  Vietnam  to  give  land¬ 
locked  areas  of  southeastern  China  and  northwest 
Vietnam  access  to  the  sea,  suspicion  remains.185  Viet¬ 
nam  recently  witnessed  anti-Chinese  demonstrations 
in  response  to  Beijing's  decision  to  establish  adminis¬ 
trative  control  over  three  archipelagoes,  two  of  which 
are  claimed  by  Taiwan.  Such  demonstrations  are  rare 
in  Vietnam  and  likely  had  overt  approval  from  the 
Vietnamese  authorities.  These  issues  may  assume  ad¬ 
ditional  importance  if  Vietnam  becomes  a  member  of 
the  UN  Security  Council.186 

Any  conflict  with  a  fellow  Association  of  South¬ 
east  Asian  Nations  (ASEAN)  member  is  likely  to  harm 
China's  ties  with  the  regional  bloc  as  a  whole,  given 
that  many  member  states  are  already  wary  of  Chi¬ 
nese  motives  and  increased  influence.  This  wariness 
is  especially  evident  with  regard  to  China's  seemingly 
unwavering  support  for  the  Burmese  junta,  a  regime 
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which  has  essentially  run  Burma's  economy  into  the 
ground  despite  that  country's  immense  hydrocarbon 
and  other  resource  wealth.  There  seems  to  be  little 
logic  behind  Beijing's  actions  to  prop  up  the  leader¬ 
ship  of  Myanmar  dictator  Than  Shwe  through  arms 
sales  and  support  at  the  UN,  aside  from  its  aim  to  se¬ 
cure  its  energy  supplies,  preventing  the  spread  of  In¬ 
dian  influence,  and  possibly  establishing  naval  bases. 
A  shaky  relationship  with  ASEAN  is  a  disadvantage 
that  China  simply  cannot  afford  as  it  looks  to  new  ex¬ 
port  markets  to  maintain  the  breakneck  growth  that 
it  depends  on  to  produce  cheap  goods  and  an  under¬ 
valued  currency.  Such  strain  could  also  harm  China's 
strategic  interests  in  the  region,  since  some  Southeast 
Asian  nations  could  opt  for  a  defense  partnership 
with  the  United  States  similar  to  those  of  Japan,  South 
Korea,  and  Taiwan,  a  development  resulting  in  more 
U.S.  bases  in  the  region. 

Fortunately,  strong  economic  ties  exist  between 
the  Spratly  claimants  and  economies  outside  of  the 
region,  serving  as  a  stabilizing  factor  and  a  major  de¬ 
terrent  for  armed  conflict  in  the  near  to  medium  term. 
All  of  these  regional  states  are  engaged  in  a  race  for 
economic  development,  and  a  war  in  the  South  China 
Sea  would  be  extremely  damaging  for  exports-driven 
economies.  However,  if  the  dispute  is  not  resolved 
by  fighting,  then  the  degree  to  which  the  claimants 
have  exercised  civil  administration  of  the  islands  so 
far  will  become  an  important  element  in  future  legal 
claims.  It  is  important  that  no  country  in  the  region 
currently  possesses  the  military  capabilities  needed  to 
assert  and  maintain  its  claims  by  force.  Interstate  rela¬ 
tionships  in  the  region  are  generally  cooperative,  and 
no  claimant  has  yet  discovered  commercially  viable 
quantities  of  oil  or  natural  gas  in  the  Spratly  region. 
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In  time,  however,  it  is  probable  that  such  a  status  will 
change.187  If  China  is  to  minimize  the  diplomatic  fall¬ 
out  associated  with  a  forcible  takeover  of  the  Spratly 
Islands  or  minimize  the  risk  of  an  unsuccessful  mili¬ 
tary  operation,  speed  and  preponderance  of  force  will 
be  the  key. 

Sino-Japanese  Tension  in  the  East  China  Sea. 

The  Sino-Japanese  dispute  over  the  Diaoyu  Islands 
(referred  to  as  the  Senkaku  Islands  in  Japan,  they  are 
a  cluster  of  barren  islets  north  of  Taiwan  and  south 
of  the  Ryuku  Islands)  and  maritime  boundaries  in 
the  East  China  Sea  began  to  flare  when  the  third  UN 
Convention  on  the  Law  of  the  Sea  (UNCLOS  III)  came 
into  force  in  1994.  Both  China  and  Japan  sought  to  es¬ 
tablish  their  200  nautical  mile  EEZs  in  the  East  China 
Sea  and  over  the  islands  less  than  400  nautical  miles 
distant  from  the  undisputed  territories  of  the  two 
countries.  To  bolster  Tokyo's  claims,  a  group  of  Japa¬ 
nese  citizens  constructed  a  lighthouse  on  one  of  the 
largest  of  the  islands;  the  Chinese  responded  by  trying 
to  raise  PRC  flags  on  the  disputed  territory.  More  re¬ 
cently,  the  scene  of  Sino-Japanese  contention  has  been 
the  Chunxiao  gas  field  whose  surface  delineation  lies 
within  the  recognized  Japanese  boundary  lines,  but 
whose  actual  subsurface  deposit  is  only  partially  un¬ 
der  Japanese  territory.  The  Chinese  began  develop¬ 
ment  of  the  fields  in  2003,  and,  in  September  2005,  in 
the  face  of  Japanese  protests,  sent  five  naval  vessels  to 
visit  the  area,  keeping  one  warship's  gun  trained  on  a 
Japanese  surveillance  aircraft  the  whole  time.  In  2006, 
the  CNOOC  declared  the  project  operational. 188 

What  makes  this  territorial  dispute  with  Japan  a 
particular  cause  for  concern  is  that  it  occurs  in  the  con- 
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text  of  Sino-Japanese  political  tensions  that  have  been 
on  the  rise  over  the  last  few  years.  For  example,  in  late 
2004,  a  Han- class  submarine  intruded  into  Japanese 
waters;  in  the  spring  of  2005,  there  were  3  weekends  of 
anti-Japanese  riots  in  major  Chinese  cities;  and  in  the 
spring  of  2006  there  was  a  temporary  suspension  of 
Japanese  economic  aid  to  the  PRC  in  response  to  Chi¬ 
na's  untoward  behavior  towards  Japan.  With  strong 
yearnings  in  Japan  to  unshackle  Japanese  military 
forces  from  their  home  defense  mission,  many  Chi¬ 
nese  analysts  view  Japan  as  a  potential  threat  to  Chi¬ 
nese  security.  They  believe  that  the  increasing  milita¬ 
rism  and  nationalism  in  Japan  and  closer  cooperation 
with  the  United  States  point  to  a  joint  Japanese-U.S. 
effort  to  contain  the  rise  of  China.  Accordingly,  China 
is  expected  to  begin  developing  military  capabilities 
which  could  deter  Japanese  involvement,  even  if  only 
in  a  supporting  role  on  behalf  of  the  United  States,  in  a 
conflict  over  Taiwan— and  also  to  develop  capabilities 
to  safeguard  Chinese  interests  in  the  East  China  Sea 
and  the  Diaoyu/Senkaku  Islands.189  Such  capabilities 
could  include  the  new  Zubr- class  air-cushioned  land¬ 
ing  craft  China  agreed  to  purchase  from  Russia,  which 
would  enhance  the  PLA's  amphibious  capabilities.190 

In  December  2008,  Chinese  Premier  Wen  Jiabao 
and  Japanese  Prime  Minister  Taro  Aso  during  a  sum¬ 
mit  in  Kukuoka,  Japan,  which  also  included  South 
Korea,  openly  clashed  (again)  over  the  ownership  of 
the  Diaoyu/Senkaku  Islands.  The  sovereignty  dispute 
over  the  Diaoyu/Senkaku  Islands  has  always  been 
a  major  irritant  in  Sino-Japanese  relations,  but  Deng 
Xiaoping  decided  to  shelve  this  issue  in  order  to  pro¬ 
mote  stability  and  progress.  It  appears  that  this  prefer¬ 
ence  for  pragmatism  remains  despite  the  increase  in 
domestic  nationalist  pressure  which  calls  for  a  more 
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hard-line  approach.  In  either  case,  the  Diaoyu/Sen- 
kaku  Islands  are  now  completely  under  Japanese  con¬ 
trol,  and  Tokyo  has  given  no  sign  that  this  is  going  to 
change,  suggesting  that  China  would  have  to  use  force 
if  it  wanted  to  exercise  what  it  views  as  its  sovereign 
rights.191  However,  China  is  unlikely  to  resort  to  the 
use  of  force  in  the  near  to  medium  future  since  Japa¬ 
nese  naval  power  currently  exceeds  that  of  the  PLAN, 
and  Tokyo's  close  defense  ties  with  Washington  also 
serve  as  a  major  deterrent  to  Chinese  military  action. 
Although  Beijing  clearly  views  these  islands  as  part  of 
its  historical  territory,  the  dispute  does  not  evoke  the 
same  degree  of  emotional  arousal  as  the  Taiwan  issue, 
nor  is  this  chain  nearly  as  strategically  significant  as 
Taiwan,  the  Spratly  Islands,  or  certain  other  features 
in  the  South  China  Sea.  As  such,  China  is  likely  un¬ 
willing  to  resort  to  such  a  high-risk  venture  to  seize 
the  Diaoyu/Senkaku  Islands. 

It  should  also  be  noted  that  a  measure  of  conflict 
between  China  and  Japan  looms  over  the  oil  and  natu¬ 
ral  gas  resources  in  the  East  China  Sea  since  resource 
development  has  become  so  profitable  and  essential. 
Dividing  the  benefits  between  buyer  and  seller  or 
importer  and  exporter  would  be  a  win-win  situation, 
and  if  negotiations  fail,  both  sides  will  lose.  If  there  is 
a  resulting  war,  the  cost  will  far  outweigh  any  gains 
for  either  country.192  Nonetheless,  the  rise  of  China 
has  clearly  stirred  Japan's  competitive  impulses,  and 
its  posture  toward  China  remains  characterized  by 
considerable  ambivalence  and  anxiety.  Many  Japa¬ 
nese  leaders  have  become  more  willing  to  name  China 
explicitly  as  a  potential  military  threat,  and  the  two 
countries  have  engaged  in  heated  debates  not  only 
over  territorial  disputes,  but  also  historical  griev¬ 
ances  and  regional  leadership.  In  recent  years,  Japan 
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has  moved  closer  to  the  United  States,  India,  Austra¬ 
lia,  and  Taiwan,  often  citing  its  strained  relationship 
with  China.  Still,  Japan's  businessmen  and  economic 
planners  remain  convinced  that  the  nation's  economic 
well-being  is  tied  to  continued  trade  with  and  invest¬ 
ment  in  China.  In  the  final  analysis,  both  China  and 
Japan  are  for  the  first  time  unified  internally,  have  sig¬ 
nificant  economic  and  military  power,  and  are  capable 
of  influencing  events  beyond  their  borders.193 

Japanese  warships  are  now  operating  on  China's 
maritime  frontiers,  as  well  as  in  the  Indian  Ocean,  as 
part  of  the  coalition  against  terrorism.  In  April  2002, 
former  Prime  Minister  Koizumi's  cabinet  endorsed 
three  new  bills  designed  to  give  the  Japanese  Self- 
Defense  Forces  more  scope  and  power  in  the  event  of 
external  aggression.  Soon  after,  China  voiced  its  con¬ 
cerns  over  this  Japanese  move  to  expand  its  military 
and  urged  Tokyo  to  abide  by  its  post-WWII  commit¬ 
ment  to  renounce  offensive  armaments.194  Many  ob¬ 
servers  considered  this  Chinese  quibble  to  be  a  clear 
reflection  of  China's  desperate  realization  that  it  can¬ 
not  itself  exert  regional  maritime  hegemony  if  Japan 
is  permitted  to  remilitarize  and  return  to  the  ways  of 
aggressive  real  politik. 

Key  Findings. 

In  a  purely  economic  sense,  a  key  instrument  for 
encouraging  the  global  flow  of  energy  to  China  would 
be  for  it  to  allow  its  domestic  price  levels  to  rise  above 
international  and  regional  averages.  This  would  pro¬ 
vide  energy  suppliers  and  traders  the  single  most 
powerful  incentive  not  to  disrupt  supply  to  China.  It 
would  also  motivate  them  to  mitigate  political  inter¬ 
ference  in  business  interactions  between  China  and 


90 


the  rest  of  the  world  when  it  comes  to  energy.  Not 
only  does  this  tack  make  economic  sense,  including 
helping  to  correct  fundamental  disabling  imbalances 
in  China's  energy  market,  it  would  also  do  more  to 
ensure  a  stable  overseas  energy  supply  than  any  PLA 
military  action.  The  critical  state  of  the  market  seems 
to  be  recognized  by  most  of  China's  top  energy  ana¬ 
lysts,  notably  Zhang  Wenmu,  but  this  awareness  has 
not  translated  into  concrete  corrective  action  so  far. 
With  the  global  economic  crisis  of  2008  prompting  the 
closure  of  thousands  of  small  and  medium  Chinese 
enterprises  (SMEs),  the  CCP  cannot  take  the  politi¬ 
cal  risk  of  relinquishing  energy  price  controls  at  this 
time.195  Political  considerations  will  continue  to  trump 
sound  economics. 

China  still  does  not  have  a  central  energy  policy¬ 
making  body,  and  it  would  be  an  enlightened  move 
for  China  to  establish  one  as  soon  as  possible  if  it  plans 
to  develop  a  coherent  strategy  to  ensure  its  energy  se¬ 
curity.  This  body  should  be  headed  by  a  governing 
committee  of  former  industry  executives  and  energy 
experts  who  are  independent  of  CCP  discipline. 

China's  need  for  international  energy  imports 
is  rapidly  changing  from  a  relative  dependence  to 
absolute  dependence.  The  country  is  unable  to  con¬ 
trol  its  own  development  goals  without  correspond¬ 
ing  control  over  the  resources  that  fuel  its  economy. 
Chinese  realists  argue  that  China  must  accelerate  its 
naval  buildup,  since  its  military  capabilities  are  dis¬ 
proportionately  limited  vis-a-vis  its  accelerating  en¬ 
ergy  interests.  They  also  claim  that  naval  power  is  the 
final  arbiter  of  great  nations  in  resolving  international 
trade  disputes.196  However,  international  energy  mar¬ 
ket  dynamics  are  rendering  navies  less  relevant  both 
in  ensuring  energy  security  and  in  denying  that  secu¬ 
rity  to  an  adversary. 
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Somewhat  ironically,  China's  friendly  dealings 
with  controversial  regimes  actually  gain  it  additional 
supplies,  thereby  reducing  pressure  on  the  interna¬ 
tional  market.  Given  the  lack  of  price  incentives  in 
China's  domestic  energy  market,  these  international 
transactions  facilitate  the  import  of  crude  oil  and  oth¬ 
er  forms  of  energy.  The  availability  of  such  sources 
clearly  undermines  the  argument  that  China  requires 
increased  naval  forces  to  protect  supply  lines  that  are 
otherwise  fatally  vulnerable  to  naval  interdiction.  In 
fact,  much  of  the  oil  and  other  energy  resources  enter¬ 
ing  China  are  not  even  carried  on  Chinese  ships;  this 
reality  would  make  creating  an  effective  naval  block¬ 
ade  of  China  an  impossible  task  unless  a  hostile  party 
were  willing  to  disrupt  the  entire  global  economy  and 
risk  strong  retaliatory  action  from  the  international 
community  as  well  as  the  Chinese. 

A  common  perception  exists  in  the  Middle  East 
and  other  energy-producing  regions  that  Chinese  eco¬ 
nomic  involvement  comes  with  no  strings  attached, 
and  that  Beijing  will  remain  unmoved  by  criticisms 
from  Western  nations  as  well  as  some  regional  neigh¬ 
bors  to  abandon  the  practice  of  cozying  up  to  unsavory 
regimes.197  Many  in  the  region  also  hope  to  see  China 
counterbalance  U.S.  influence  in  the  Middle  East  in  a 
manner  similar  to  that  of  the  Soviet  Union  during  the 
Cold  War.198  This  balance-of-power  method  of  con¬ 
ducting  business  and  furthering  economic  interests  has 
served  China  well  in  a  realist  sense  and  possibly  pro¬ 
vided  it  with  a  competitive  advantage  over  industrial¬ 
ized  democracies  in  the  competition  for  resources  con¬ 
trolled  by  ostracized  regimes.  Nonetheless,  as  China's 
military  and  diplomatic  clout  continues  to  grow,  the 
country  will  eventually  have  to  modify  this  approach 
if  it  intends  to  be  accepted  as  a  responsible  actor  by 
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the  West,  an  acceptance  China  appears  to  seek.  In  line 
with  such  considerations,  China's  increased  economic 
presence  in  the  Middle  East,  unlike  that  of  the  United 
States,  has  not  coincided  with  a  more  robust  military 
presence,  a  factor  that  has  won  Beijing  supporters  in  a 
region  trying  to  accommodate  foreign  influence  with¬ 
out  diluting  indigenous  cultures  and  identity.  How¬ 
ever,  if  China  were  to  follow  the  flawed  logic  arguing 
that  an  increased  military  presence  would  lead  to  a 
corresponding  increase  in  its  energy  security,  China 
could  risk  its  image  as  a  neutral  player  in  the  region. 

The  United  States  cannot  enforce  a  naval  blockade 
that  would  starve  China  of  energy  resources.  A  failed 
attempt  to  do  so  would  impair  the  prestige  of  U.S. 
power  and  damage  U.S.  diplomacy  and  the  nation's 
global  standing.  Moreover,  China  is  steadily  reduc¬ 
ing  its  dependence  on  sea  transport  and  in  the  pro¬ 
cess  rendering  its  supply  lines  less  vulnerable  to  naval 
interdiction.  Both  China  and  the  United  States  would 
be  better  served  by  concentrating  on  sound  market 
economics  and  management/ distribution  practices 
rather  than  dedicating  substantial  military  resources 
to  a  scenario  that  is  highly  unlikely  to  ever  occur. 

As  opposed  to  attempting  to  secure  Chinese  en¬ 
ergy  supplies  in  far-flung  regions,  such  as  the  Middle 
East,  the  PLAN  has  prioritized  regional  issues.  The 
PLAN  will  hope  for  the  best  while  planning  for  the 
worst,  but  combat  preparations  will  assume  distinct 
forms  of  asymmetric  warfare,  since  its  capabilities  lag 
far  behind  those  of  the  United  States  and  Japan.  The 
aim  is  not  to  hand  a  punishing  conventional  defeat  to 
an  adversary,  but  rather  to  raise  the  stakes  in  a  conflict 
to  an  unacceptable  level  and  prompt  an  opponent  to 
scale  down  hostilities  or  to  avoid  them  entirely,  with 
the  latter  of  course  being  the  more  desirable  option 
from  China's  point  of  view.  Nonetheless,  Chinese 
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concepts  of  asymmetric  warfare  and  deterrence  differ 
greatly  from  those  of  the  West.  Beijing  views  asym¬ 
metric  warfare  as  a  conflict  that  extends  well  beyond 
the  military  realm  and  can  include  a  wide  range  of 
methods  to  coerce  adversaries  in  economic  and  politi¬ 
cal  terms. 

The  Chinese  Ministry  of  National  Defense  (MND) 
has  declared  unequivocally  that  it  has  a  right  to  build 
aircraft  carriers.  This  declaration  has  led  many  to  con¬ 
clude  that  the  development  of  an  aircraft  carrier  is  di¬ 
rectly  linked  to  the  PLAN'S  entree  to  the  Middle  East, 
and  that  China  will  seek  to  challenge  U.S.  influence  in 
the  region  by  using  the  same  approach  that  Washing¬ 
ton  has  used  in  the  past  to  gain  its  preeminent  posi¬ 
tion-demonstration  of  military  force  and  the  ability 
to  provide  a  security  umbrella  for  the  region.  Given 
the  fact  that  less  and  less  of  China's  energy  needs 
travel  by  sea  and  there  are  more  pressing  issues  closer 
to  home,  these  potential  aircraft  carriers  need  to  be 
viewed  merely  as  leverage  within  the  context  of  local¬ 
ized  conflict. 

With  its  technological  shortcomings,  the  PLAN 
will  likely  place  the  greatest  emphasis  on  its  undersea 
assets,  its  submarines,  since  these  can  serve  as  such 
vital  "unknowns"  in  regional  conflict  scenarios,  thus 
playing  a  critical  role  in  deterrence,  especially  vis-a- 
vis  the  United  States.  If  employed  correctly  and  used 
in  an  asymmetric,  tactically  effective  manner,  mid¬ 
tech  submarines  and  the  use  of  sea  mines  could  either 
deter  stronger  forces,  such  as  the  United  States  and 
Japan,  or  inflict  a  degree  of  pain  that  exceeds  the  tol¬ 
erances  of  the  national  polities.  The  PLAN  will  likely 
prioritize  programs  which  will  prove  most  useful  in 
probable  combat  scenarios,  which  in  this  case  is  a  local 
war  over  Taiwan  or  under-sea  resources  that  Beijing 
views  as  its  own. 
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Thus,  what  the  PLAN  lacks  in  terms  of  carrier 
strike  groups  and  main  surface  combatants  is  possi¬ 
bly  balanced  by  its  considerable  undersea  capabilities, 
capabilities  further  enhanced  when  employed  in  lit¬ 
toral  waters  around  Taiwan.  China  will  continue  to 
pursue  high-end  technologies  but  will  also  maintain 
an  emphasis  on  lower-  and  middle-range  assets,  since 
these  are  what  contribute  most  to  its  veiled  intent  and 
deterrence.  PLA  strategists  objectively  analyze  their 
own  capabilities  as  well  as  the  capabilities  of  poten¬ 
tial  adversaries.  This  analysis  enables  them  to  make 
sound  strategic  decisions  regarding  which  capabili¬ 
ties  to  pursue  most  vigorously.  It  appears  that  these 
strategists  have  deemed  it  pointless  and  unnecessary 
to  engage  in  a  rapid  modernization/  arms  race  with 
U.S.  forces  in  Asia.  This  fact  distinguishes  the  Chinese 
from  their  former  Soviet  counterparts. 

China's  tactical  undersea  fleet  will  be  the  corner¬ 
stone  upon  which  current  and  future  naval  ambi¬ 
tions  will  be  built.  These  capabilities  will  make  any 
opposing  commander  think  twice  before  dispatching 
forces  into  the  Taiwan  Strait,  especially  slow-moving, 
unwieldy  aircraft  carriers  which  are  more  vulnerable 
to  mines,  torpedoes,  and  cruise  missiles.  The  funda¬ 
mental  goal  of  these  acquisitions  is  deterrence,  i.e.,  to 
effectively  convince  enemy  military  commanders  and 
political  leaders  that  the  cost  of  intervention  is  simply 
too  high.  In  the  case  of  a  Taiwan  invasion  by  China,  a 
fait  accompli  is  almost  a  necessity. 

As  the  two  vastly  different  political  and  economic 
systems  of  Taiwan  and  PRC  continue  to  develop 
in  different  directions,  the  likelihood  of  a  peaceful 
reunification,  or  a  reunification  at  all,  is  becoming 
more  and  more  difficult  to  envision  despite  growing 
economic  links.  Taiwan  enjoys  European-style  living 


95 


standards  and  has  the  highest  level  of  democratic 
freedom  of  any  country  with  a  Chinese  majority.  These 
luxuries  will  not  be  relinquished  quietly,  and,  since 
the  Taiwanese  have  been  able  to  witness  the  creeping 
CCP  influence  in  the  governmental  affairs  of  Hong 
Kong,  many  Taiwanese  likely  view  Beijing's  offer  of 
one  country,  two  systems  as  a  Trojan  horse.  The  PLA 
does  not  have  the  capacity  to  overwhelm  Taiwanese 
forces  provided  with  U.S.  support.  This  and  many 
other  sound  reasons  discussed  earlier  argue  against  a 
Chinese  attack  in  the  foreseeable  future. 

The  decision  on  whether  and  when  to  resort  to 
armed  conflict  in  the  Spratly  Islands  dispute  in  the 
South  China  Sea  will  be  governed  more  by  opportu¬ 
nity,  strategic  considerations,  and  political  will,  rather 
than  by  the  legal  strength  of  any  claim.  This  poses  a 
clear  dilemma  for  Beijing;  by  circumventing  interna¬ 
tional  maritime  law,  it  risks  jeopardizing  its  image 
as  a  responsible  rising  power  which  adheres  to  inter¬ 
national  regulations  as  well  as  regional  agreements. 
Given  the  high  stakes  involved,  however,  China  is  un¬ 
likely  to  relent  or  voluntarily  cede  strategically  signifi¬ 
cant  areas  to  its  Southeast  Asian  neighbors,  especially 
not  to  Taiwan. 

Fortunately,  strong  economic  ties  exist  between  the 
Spratly  claimants  and  nations  outside  of  the  region. 
These  ties  serve  as  a  stabilizing  factor  and  a  major  de¬ 
terrent  for  armed  conflict  in  the  near  to  medium  term. 
All  of  these  regional  states  are  engaged  in  a  race  for 
economic  development,  and  a  war  in  the  South  China 
Sea  would  be  extremely  damaging  for  such  develop¬ 
ment. 

Thus,  though  surprises  of  seismic  import  are  al¬ 
ways  possible,  China,  Japan,  Taiwan  and  other  coun¬ 
tries  with  strategic,  political,  and  economic  interests  in 
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the  area  embraced  by  the  Formosa  Strait  and  the  South 
China  and  East  China  Seas  will  likely  find  it  expedient 
to  continue  along  the  trajectory  of  peace,  stability,  and 
economic  development  for  the  foreseeable  future. 
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